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HOW GOOD ARE YOUR PUBLIC RELATIONS? . . . THE WASHINGTON OUTLOOK 
A COMPACT MORTGAGE RECORD .. . PHOTOS—NEW ASSOCIATION PRESIDENTS 





CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, October 17, 1934 


RESOURCES 


Cash and Due from Banks 
United States Government Obligations, 
Direct and Fully Guaranteed: 
Unpledged ‘ R : $291,462,349.37 
Pledged* . . : ‘ 59,514,698.72 
Other Bonds and Securities: 
Unpledged ‘ , . $ 66,973,382.86 
Pledged* . : , : 249,311.72 








Loans and Discounts 

Stock in Federal Reserve Bank 

Customers’ Liability on Acceptances 

Income Accrued but Not Collected 

Banking House 

Real Estate Owned wiles than Basking Shien 
Other Resources ‘ : ; ; 


LIABILITIES 
Deposits: 
General . : ‘ ‘ $699,719,136.56 
Public Funds , ; .  84,713,239.13 





Acceptances ; 

Reserve for Taxes and _— 

Income Collected but Not Earned 

Capital Account: 
Preferred Stock . , . $ 50,000,000.00 
Common Stock ‘ : 25,000,000.00 
Surplus ; , . »  £0,750,000.00 
Undivided Profits . ‘ 7,090,785.47 


Reserve for Contingencies ; 12,500,000.00 


$202,315,255.08 


350,977,048.09 


67,222,694.58 
252,805,565.38 
3 000,000.00 
1,739,042.88 
35715,267.83 
14,175,000.00 
1,300,888.00 
123,775-39 
$8097,374,537-23 





$784,432,375-69 
1,821,387.69 
5»441,665.53 
338,322.85 


105,340,785.47 








*To secure public, trust department and bank receivers’ funds. 


$897,374,537-23 
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*LETTER 5S *||(%eBurroughs 
For Single Stundued Service Chasigins Clearing House 














Sirs: I read with a great deal of interest the article entitled 
“The Single Standard Service Charge,” in the October issue of 





The Burroughs Clearing =e. ‘ . . a ee ee ee 
We are trying to put through a somewhat similar plan here in = on. 
Richmond County, and I would like very much to have you send DECEMBER, 1934 Vou. 19 :: No. 3 





me ten copies of ‘the October issue, so that at the next meeting 
I can be sure that the executive officer of every bank in the county 


can have a copy. I am sure that the copies will be a great help. ( | () N I \ K N : \ S 
H. H. Rosrinson, Cashier, 


West New Brighton Bank, 


West New Brighton, New York City * *. 2 Pag 
age 
Housing for Recovery 
** By Henry D. Rap ee? Sa OPA ae 3 
r ” a Speeding Up Transit Items 
When To Destroy Records - sine lel naa 
Sirs: I am anxious to get an extra copy of the August issue 
of The ent Clearing House. I represent the a York City The Washington Outlook soe - 9 
Bank Comptrollers and Auditors Conference as publicity man, 
and feel that you may be interested in the fact that we are using How Good Are Your Public Relations? 
the list published i in your August magazine of ‘‘When To Destroy By Percy GoMeRY .. « = 
Old Records.” Each bank has been furnished a copy of this list P F C — 
and has been requested to fill in the length of life they have placed rofit Factors in Country Banking 
on each item. A picture of the results will be distributed among By F. A. DEMovuLIN . 14 
the New York banks and will also be published in the ‘“‘Nationa . 
Auditgram,” our national publication. A Compact Mortgage — 16 
N. S. NiIcKELSEN, Assistant Secretary-Treasurer, By R. D. Matutas 
New York City Bank Comptrollers and Auditors Conference, _ Business Card and ail laine In One 
New York City pe at ” 
By Artuur VAN VLISSINGEN, JR. . a eS oe 
- Photos—New Association Presidents . . . 18 
‘ ' ¥ s Legal Digest | 
Contemporary Banking Problems * at a 
Strs: The American Institute of Banking has just published ‘ ’ ' 
a textbook entitled Contemporary Legislative and Banking Canadian Notes and Comment 
Problems (324 pages, $1.50). By G. A. G. re ne ee 
This is a non-technical treatment of the laws, services, and 
regulations resulting from the economic crisis, and a discussion of * ¢ @ 
the banking problems arising therefrom. The purpose is to aid 
the banker in ag mga Ww a the different acts EDITORIAL AND BUSINESS OFFICES—Second Blvd. and Burroughs Ave. 
have been intended to correct, just how they have gone about it, Detroit, Michigan 7 
and what the results have been to date. CENTRAL Pt cy 0 musbenn teenies 
Mention of this may be of interest to your readers. Second Blvd. and Burroughs Avenue, One Park Ave. Bldg., 1 Park Ave., 


DETROIT, MICHIGAN NEW YORK CITY 


RicHArRD W. HILL, Secretary, Copyrighted, 1934, by Burroughs Adding Machine Company 


American Institute of Banking, 
22 East 40 Street, New York City 
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Good for the Government, 2 HOW? @. Wt nt dt he Sado sth yt 
5 7 ¥. You deposit $ nh On account. 
the Banker and the Public a ©. Se te ere mateo ct te th 
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; ; at the rate of 344 tent - oe = 
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WILu1aM C. Boyer, Cashier, Make You Money Eom Money seve oo by tao 3 Sol st @ How got remember to pay my monthly install 
Tr wet ’ While You're Saving It sorend corer Wie years rechices ‘your income A. This bank will notity you each month ty mai 
The Boardwalk National Bank, Seen Pg ia stein: SE telling you what day t0 come Yo the Bank ts 
; ; 7 vs Better than Postal Savings of 1s Accovats . got small by < a Our inst, + 
Atlantic City, N. J. Br era eae) Gan MORAL then te cellent te tates from the bene? 1%: ting eacitales is tneg tie cliniaasdie 
While Savings Accounts Require A s, but only 12 per cent. more, and that only A. tone, But this bank will encourage you to 
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° re tt was Benjamin Franklin who said: 
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National Bank. 





























“ACQUAINTANCE” 


% In Cleveland, Ohio’s largest national bank has the 
kind of acquaintance and recognition among men and 
industries that makes it a distinct asset to say, “Our 
account is at Central United National.” Inquiries are 
invited from those wishing to enjoy the advantages of 


a strong, widely known correspondent connection in 


the Cleveland area. 


CENTRAL UNITED 
NATIONAL BANK 


OF CLEVELAND 





THE LARGEST NATIONAL BANK IN OHIO 


In writing to advertisers please mention The Burroughs Clearing House 
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HOUSING 


“We want to do business,” says Dep- 
uty J. Howard Ardrey as the Federal 


Housing Administration announces tts 
plans for issuing mortgage insurance 


... and for stimulating home financing 


by 
HENRY D. RALPH 


Washington Correspondent, THe Burroucus CLearinGc House 


YNAMIC but conservative administration of the 
D mortgage insurance features of the National Housing 
Act was assured by the first actions in putting the 

plan into operation. 

Launched by the spectacular announcement of President 
Roosevelt that the basic interest rate for the entire country 
would be 5 per cent, the plan is founded on the belief that 
new money will be attracted to the home mortgage field by 
a relatively low rate coupled with complete safety of princi- 
pal and interest payments. 

The outstanding characteristics of the mortgage insur- 
ance plan, embodied in Titles II and III of the act, are: 

1. The government lends no money. All funds come 
from private investors through the usual financial houses, 
that is, banks, insurance companies, loan and trust com- 
panies, and building and loan associations. 

2. Eligible mortgages, that is, those of the highest type, 
will be insured in a national fund under government 
supervision. 

3. Administration of this insurance scheme is not a 
charge on the United States Treasury, but will be paid for 
out of the insurance premiums. However, an_ initial 
advancement was made out of emergency funds to get the 
plan started and serve as a revolving fund. 

4. Promoting new construction is not a primary and 
immediate objective. The main purpose is to unfreeze 
the mortgage situation by attracting private capital to 
the refinancing of existing residences and later to new 
homes of a safe character. 





oe 


Mortgages eligible for insurance must be on houses 
which conform to standards prescribed by the Federal 
Housing Administration 


5. An owner must have at least 20 per cent equity in 
his property, and his entire indebtedness will be represented 
by a single first mortgage of not more than 80 per cent of 
the appraised value, to run for not more than twenty years, 
with provision for complete amortization within the life 
of the mortgage. There will be no second mortgage nor 
other obligation. 

6. The entire cost to the owner will be included in a 
single obligation, embracing interest, amortization, service 
charge, mortgage insurance premium, estimated taxes, and 
fire insurance. All this will be reduced to a fixed monthly 
payment, constant for the life of the mortgage, and which 
must be properly related to the owner’s income and ability 
to pay. 

7. Real estate collateral and personal credit risk will 
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JAMES A. MOFFETT 
Federal Housing Administrator 
Underwood & Underwood Photos 





J. HOWARD ARDREY 
Deputy Federal Housing Administrator 


be combined in estimating the risk, 
that is, the worth, of the mortgage. 

8. Appraising will be on a uniform 
and standard basis, forecast as being 
the most scientific ever attempted. 

9. Asystem of National Mortgage 
Associations will be chartered and 
supervised by the Federal Housing 
Administration to discount and deal 
in home mortgages, with the object of 
promoting liquidity of lending institu- 
tions and making funds available to 
all parts of the country. 

10. Banks and other lending insti- 
tutions may continue their present 
mortgage lending practices, involving 
substantially higher returns than 5 per 
cent in some sections, but without the 
benefits of the mortgage insurance 
plan, provided the attractiveness of 


greater safety but lower return does 
not force down interest rates uni- 
versally. 

Since the FHA was created in June, 
with James A. Moffett, Standard Oil 
official, in charge, attention has been 
focused on the modernization loan 
project of Title I, and it was assumed 
that nothing could be done about the 
mortgage financing section, really the 
vital feature of the act, until about 
January. But the energetic J. Howard 
Ardrey, appointed September 21 as 
deputy administrator in charge of this 
work, had other ideas. 

“We want to do business,” says 
Mr. Ardrey. 

A former Dallas, Texas, banker, 
more recently vice-president of the 
New York National Bank of Com- 
merce and _ vice-president of the 
Guaranty Trust Company of New 
York, he is thoroughly familiar with 
the field, and he pushed his staff so 
that Titles II and III were put into 
effect November 1, and tentative 
regulations were issued to guide lend- 
ing institutions. 

The response was immediate. With- 
in two days the Guaranty Trust rushed 
in with the first application for 
approval as a mortgagee under the 
act, while the Riggs National Bank of 
Washington did not even wait for this 
formality and presented the first 
mortgage to be insured. Scores of 
other prominent banks in all parts of 
the country wired and phoned their 
informal applications. FHA hurriedly 
printed forms for application for 
approval as mortgagee and for mort- 
gages submitted for insurance, but 
meanwhile told these banks to go 
ahead with tentative arrangements to 
operate under the law. 


‘THE first step for a bank or other in- 

stitutional lender to take part in the 
program is to submit an application 
direct to FHA in Washington. The 
forms now being distributed for this 
require proof that it is a chartered 
institution having succession and sub- 
ject to the supervision of the govern- 
ment agency from which its charter 
powers are derived, that its principal 
activity in the mortgage field consists 
in lending its own funds, and that it 
is able to service mortgages properly. 
It must be located in a town of 6,000 
population or more, and have a capital 
of at least $100,000, qualifications 
suggested by the national banking 
laws. The latest balance sheet and a 
general statement about the institu- 
tion are also required. 

FHA headquarters has facilities 
for passing on these applications by 
institutions, and certificates to mort- 
gagees will be distributed from Wash- 
ington. 

All matters relating to mortgages 
themselves will be handled by field 


THE BURROUGHS 


offices set up in fifty-nine cities. The 
offices will supply application forms, 
pass on them when returned by banks, 
and maintain staffs of appraisers. 

A mortgage to be insured may be 
just executed or may have been in 
existence not more than one year. It 
must be a first lien, however that 
instrument may be defined by state 
law, and there must be no second trust 
or other encumbrance on the property. 
It must not be for more than 80 per 
cent of the appraised value of the 
house and lot, but in no event more 
than $16,000, and must have a ma- 
turity not more than twenty years. 
The real estate must be owned in fee 
simple or held on a lease running at 
least fifty years from the date of the 
mortgage, and the building must be 
used in whole or in part for residential 
purposes by not more than four 
families, but dwellings may be con- 
nected with others by party walls or 
otherwise. 


MORTGAGES eligible for insurance 
must be on houses which conform 
to standards prescribed by FHA; are 
economically sound, that is, easily 
rentable; and located in urban com- 
munities, an indefinite term designed 
to confine loans to population centers 
where sale or rental is comparatively 
easy and where there is ample fire 
protection. The mortgagor need not 
occupy the property mortgaged. 

In addition to all these require- 
ments on the property put up as 
collateral, there are strict requirements 
on the credit risk of the individual 
mortgagor, for this is a combination 
property and personal credit project. 
The applicant must give a full account 
of his income, prospects of holding his 
job, expenses, dependents, life insur- 
ance, other property owned, debts, 
installment purchases, rent paid previ- 
ously, and general credit standing in 
the community, all designed to indicate 
his ability to meet the monthly pay- 
ments on the mortgage contract. 

A unique feature is that a single 
printed document will embrace all 
papers connected with a single mort- 
gage. This booklet will include the 
application for the mortgage, ap- 
praiser’s report, personal credit state- 
ment, bank’s record of the loan, 
application for insurance, and the 
insurance endorsement which serves 
as a policy. 

““A combination package,” is the 
way Deputy Administrator Ardrey 
describes it. 

**A merchant offers a housewife $1.50 
worth of merchandise for $1.19 if she 
takes a combination wrapped up in 
advance. That is what we are doing. 
We are rolling all the costs of buying 
and owning a home up into one pack- 
age and reducing it to a _ regular 
monthly payment. If this payment 
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CLEARING HOUSE 


is too big for Mr. Prospect’s pocket- 
book, he might as well know it before 
he tries to buy such an expensive 
house. Many a home has been fore- 
closed because the purchaser failed to 
realize that he would be called on for 
commissions, renewal expenses, and 
curtailment of principal. The single, 
long-term, self-amortizing mortgage 
will eliminate most of this.” 

The basic interest rate on a mortgage 
offered for insurance must not exceed 
5 per cent on new financing or 5% per 
cent on refinancing, but in addition 
there are service charges and the 
insurance premium. As announced in 
the tentative regulations, financing 
sale or resale of property existing when 
the act was passed, June 27, 1934, 
without change of lender, incurs no 
service charge and pays a premium 
of one-half of 1 per cent, and the 
interest rate is 5 per cent. A loan to 
acquire property constructed since 
June 27 carries interest of not more 
than 5 per cent, service charges of one- 
half of 1 per cent, and premium of 
one-half of 1 per cent. Refunding 
present indebtedness without change 
of borrower or lender carries not more 
than 51% per cent interest, no service 
charge, and 1 per cent premium. Re- 
funding with change of lender incurs 
the highest cost of all, 54% per cent 
interest, one-half of 1 per cent service 
charge, and 1 per cent premium. 

This schedule of charges was set to 
give preference to new money entering 
the home mortgage field, and to 
recognize the value of the work done 
in servicing mortgages. 

In addition to these charges the 
note must include an annual payment 
sufficient to amortize the entire loan 


* ¢ 


The Guaranty Trust Company, 

New York, filed the first applica- 

tion for approval as a mortgagee 
under the housing act 

Edwin Levick Photo 


by maturity when invested at the 
same interest rate as the mortgage 
bears, compounded monthly.  Esti- 
mated taxes, fire insurance, special 
assessments, and other charges against 
the property, except upkeep, are also 
to be included in the annual payment 
of the mortgagor. With the approval 
of FHA there may be added title 
search, appraisal, and other costs 
incident to the loan. 


THs total annual payment is then 

divided into equal monthly install- 
ments, which the mortgagor must pay 
to the mortgagee every month for the 
life of the loan. The lender is to give 
the mortgagor cash or credit for tax 
and insurance bills when they come 
due, which has the effect of making 
taxes payable in monthly installments. 
The entire mortgage may be paid off 
at any time without discount or bonus, 
and there must be provision for mak- 
ing payments in advance if desired. 

FHA will insure no loan until the 
house is constructed, appraised, and 
ready for occupancy. However, it 
will make a commitment to insure a 


FIVE 


mortgage if the house is completed in 
accordance with approved plans and 
specifications. For this procedure the 
prospective owner and the lending 
institution execute all forms for an 
FHA insured mortgage and include 
builder’s specifications and contract or 
bid, and a commitment is then ob- 
tained from FHA. These papers are 
held in escrow and the mortgagee 
furnishes the money for construction, 
taking the owner’s short-term notes at 
whatever interest rate is agreed be- 
tween them. When the (See page 22) 
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The Riggs National Bank, Wash- 

ington, D. C., was the first bank to 

apply for insurance under the 
housing act 


Underwood & Underwood 
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collection service...and found that it 
had also materially lowered item costs 


by 
ALFRED T. WILSON 


Vice-president, National Bank of Detroit, 
Detroit, Michigan 


WO essentials characterize good 

transit operation: speed and 

economy. Of these the greater, 
of course, is speed. For upon speed of 
handling, from the moment the item 
enters the receiver’s cage until the 
funds are collected, depends service 
to the customer — whether the customer 
be a correspondent bank, a business 
house, or an individual. Notwith- 
standing the fact that present regula- 
tions prescribe that no interest shall 
be paid on demand deposits, it is 
incumbent upon banks, as a requisite 
of proper account service, to collect 
transit items as quickly and efficiently 
as possible. 

At the same time the bank can 
hardly afford under present low income 
conditions to spend money like water 
in the quest for speedy transit. Fortu- 
nately, effective operating procedures 
often combine other desirable charac- 
teristics along with low cost. This is 
how it has worked out for our transit 
operation. In our search for ways to 
speed up transit items, more efficient 
ways to perform the necessary tasks 
have been developed—and_ conse- 
quently have saved labor together with 


How one bank built up a faster transit 


Upper 
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left: Postoffice department, National 
Bank of Detroit. Above: Loading the mail car 


Speeding Up 


the saving of elapsed time. As a 
result we feel that we have worked out 
an operation that has given us the 
two essentials we are seeking: a fast 
handling of transit items both in and 
out of the bank, and a transit item 
cost that we consider satisfactorily low. 


EFORE going into a detailed survey 

of the methods we use to attain these 
results, let’s look over the general 
outline of our procedure. First, air 
and rail schedules are kept prominently 
in mind at all times, worked to, and 
met. Second operations of all item- 
handling departments of the bank are 
arranged to provide a constant flow of 
items to transit department, in such 
shape that the transit department may 
sort and post checks on the outgoing 
cash letters without further proof 
listing by the transit department. In 
brief, we aim to place all items in the 
transit department in the shortest 


possible time, and likewise to get them 
from there to the points of payment in 
the shortest possible time. In accom- 
plishing these purposes, we find that 
the cost of handling the items is 
materially lower than under the 
methods ordinarily followed by banks. 

This usual system of handling these 
operations, in most banks with siza- 
ble volume of transit business, is in 
three successive steps. 

1. The deposit goes to the proof 
department, where it is sorted and 
listed on batch sheets into major 
classifications such as: Cash, On Us, 
Transit, Clearing House, Muiscellane- 
ous. These column totals must equal 
the total of the credit column wherein 
is listed the totals of the deposit 
tickets covered on this batch sheet. 

2. The items, with adding machine 
tape attached, now move into the 
transit department. Here the items 


are re-sorted into whatever number of 
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sets the institution uses, usually four 
to six sets in a bank handling a con- 
siderable transit volume. After the 
transit items have been sorted by sets 
they are listed on a transit proof sheet 
to establish a control of transit items 
by sets. 

3. Next the sorted items go to the 
cash letter operation, where they are 
listed and described and sent on their 
way. 

Our routine for handling these 
transit items has been materially 
simplified, at a considerable gain in 
speed and at no loss that we have been 
able to discover. Here is how we 
handle them: 

1. When the deposit comes to the 
proof department, it is there sorted 
and separated more minutely than in 
the fashion generally followed: The 
first transit sorting is a part of the 
proof department sorting. On the 
original breakdown in the proof de- 


When items are received by the transit department they are sorted and 
without further proof listing are posted directly to the cash letters 





partment, transit items are sorted 
five ways so that when the original 
batch sheet is written up the proof 
department can furnish the transit 
department with a separate total for 
each of its five divisions and a grand 
total for all of the five divisions. The 
proof department adds the grand total 
of these items to the totals of the other 
debit totals on the batch sheet to 
provide a proof against the credit total. 
This plan of sorting was placed in 
operation after a thorough study and 
analysis of peak periods, item flow, 
dollar volume and item activity and 
creates little added burden on the 
proof department. 

2. When the items are received by 
the transit department they are sorted 
and without further proof listing are 
posted directly to the cash letters. The 
total of the outgoing cash letters for 


each of the five divisions is balanced . 


with the total of the incoming items for 


SEVEN 






> 


each division —a single handling within 
the transit department. 

The saving in machine work through 
these operating shortcuts is evident. 
The number of listings is reduced 
materially, and the work involved is 
reduced substantially. This savings 
is effected in spite of the fact that the 
sorting, classification, and listing under 
our present system is somewhat more 
detailed. 

Transit items received from our 
twenty-seven branches are handled 
the same as checks taken in at main 
office. Each branch furnishes the 
transit department with a separate 
sort and total for each of the five 
transit divisions. Our transit depart- 
ment maintains an evening force in 
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order to send out transit items re- 
ceived from branches on the day of 
receipt. 

Straight numerical transit machines 
are used for billing all outgoing cash 
letters. Practically all of our deposi- 
tors are assigned endorsement num- 
bers which show on the customer’s 
endorsement stamp. Where a cus- 
tomer does not use a stamp, we supply 
a number for endorsement description 
according to the accepted alphabetical 
code: A-10; B-20; C-30; D-40; E-50; 
F-60; G-70; H-80; I-90; J-11; K-22; 
L-33; M-44; N-55; 0-66; P-77; Q-88; 
R-99; S-12; T-23; U-34; V-45; W-56; 
X-67; Y-78; Z-89. The numbers 
representing the first two letters of 
the name of the last endorser are used. 
For example, for Johnson & Company 
we write 11 66, which by the above 
code is the equivalent of JO. In the 
event of a subsequent look-up becom- 
ing necessary, our search is narrowed 
down to the JO deposit tickets for the 
day in question, which yields results in 
a hurry. 


BY using the alphabetical code sys- 

tem we can quickly and economi- 
cally list endorsement description on 
the cash letter opposite the amount — 
using a straight numerical transit 
machine. However, we shortcut even 
beyond this. We do not believe it 

‘necessary to list an endorsement 

description for each item; consequently 
on most of the letters we place endorse- 
ment description only opposite even 
amounts ($10, $50, and so forth) and 
all items $500 or over. The items are 
sorted to outgoing letters in sequence 
when received by the transit depart- 
ment and our experience has proved 
that an odd amount can be traced back 
to the original batch sheet and deposit 
ticket without much difficulty. There- 
fore thousands of endorsement descrip- 
tions are eliminated. The _ transit 
department is able to write up more 
items on outgoing cash letters in a 
limited time and the checks are on the 
way to the drawee bank that much 
faster. 

I hope that these descriptions of 
shortcuts have not given the impres- 
sion of operating ‘“‘corner-cutting” for 
the sake of saving in expense. In the 
first place, it is none of it “‘corner- 
cutting,” since we have proved by 
experience to our complete satisfaction 
that the simplified methods we now 
employ give us exactly as satisfactory 
results, both in control and in accuracy. 
In the second place, the expense-saving 
is incidental to our major purpose, 
which is to speed up the collection of 
items. Our whole plan of operation 
means that each afternoon the transit 
department is completing its cash 
letters at the earliest time possible. 
This, in turn, means that all transit 
items are out of our bank and on the 


way to the drawee bank with a 
minimum of operating delay. The 
uncollected funds of our depositors are 
made available that much earlier than 
they would be if we followed a longer 
routine which would necessarily slow 
down the production of cash letters. 
After all, this is the primary objective 
of our transit set-up. 

Our transit department includes one 
man who is our mail schedule expert, 
although practically everyone in the 
department has been so well educated 
through this man’s enthusiasm that 
sensitiveness to mail closings is uni- 
versal. The department maintains a 
master schedule of all train mail, train 
express, air mail, and air express 
routings out of Detroit. Each operator 
in the transit department is furnished 
that portion of the schedule affecting 
his or her particular division, conse- 
quently the operator actually responsi- 
ble for the physical production of cash 
letters has up-to-date information of 
the time when items should be released 
for shipment. For control purposes, 
the mail department has a duplicate 
of the master schedule. In the event 
that an envelope is not delivered to the 
mail department at a certain time, 
this department is in position to check 
the transit department. 

Many of our regular train mail 
envelopes are forwarded by what we 
term ‘‘Early Close Offs.”” We find that 
by delivering envelopes for certain 
points to the postoffice at various times 
of the day we can reduce the float on 
the items and at frequent intervals 
during the day our division operators 
are preparing “Early Close Offs’ for 
delivery to the postoffice. For ex- 
ample: Philadelphia is normally a 
two-day point out of Detroit; how- 
ever, by an “Early Close Off’ at 
3:30 P. M. the items arrive at destina- 
tion in time for clearings the following 
morning. 


RAIL express rates are cheaper than 

train mail, air mail, or air express, on 
many bulk parcels. So we use rail 
express wherever this is feasible with- 
out loss of time. It is particularly use- 
ful for one-day points, and on Satur- 
days and days preceding holidays its 
scope is extended to many other points. 

Air mail we also use extensively to 
speed collections. For a time, air mail 
was not very effective due to delays 
caused by inadequate or insufficient 
equipment and infrequency of flights. 
But air service has now improved 
immensely. Our experience indicates 
that air mail is now quite as satis- 
factory as railway mail. Many days 
are saved in transit time by proper 
routing. And the expense has been 
greatly reduced through the recent 
lowering of air postage rates. So it is 
practical as a service feature to send a 
considerable portion of our dollar 
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volume of transit items by air mail. 

Air express is another form of 
transportation which gives us fast 
routing of transit letters. Air express 
saves a good deal over the cost of 
regular mail or air mail in shipping 
large packages. Our experience is that 
it is reliable. Items which otherwise 
might be shipped by train express 
because of the charges are sent by air 
express, and in consequence are pre- 
sented at the drawee bank much 
sooner. For instance, New York City 
checks handled by this bank after our 
3:00 P. M. train closing are picked up 
at 9:15 P. M. by an express messenger 
who delivers them to the Detroit Air- 
port where they are dispatched on a 
plane leaving for Cleveland at 10:35 
P. M. This plane connects with a 
transcontinental plane from the west, 
arriving at the Newark Airport at 
3:30 A. M. Here, again, a special 
messenger meets the plane, and im- 
mediately delivers the package to the 
consignee bank in ample time for 
clearings. 

We realize that airmail postage 
increases our shipping expense; also, 
that “Early Close Offs’ interfere with 
production somewhat as the transit 
operator must stop the listing of items 
to prepare outgoing letters; neverthe- 
less, we feel that our depositors are 
entitled to the best (See page 29) 


It is practical as a service feature 
to send a considerable portion of 
dollar volume items by air mail 
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President Roosevelt addressing bankers in Constitution Hall 


x * * * * x * * 


The President’s Address 


The high point of the convention of the American 
Bankers Association in Washington, October 22 to 25, was 
the address of President Roosevelt following introductory 
remarks by Jackson E. Reynolds, president of the First 
National Bank of New York City, in which appreciation 
of administration difficulties was expressed and a tolerant 
attitude on the part of the bankers pledged. 

President Roosevelt asked the bankers to renew their 
confidence in the people of the country, thus adding his 
emphasis to the plea made by Jesse H. Jones, chairman of 
the Reconstruction Finance Corporation, at a different 
session of the convention, for a more liberal loan policy. 

The President promised a gradual curtailment of 
governmental banking as the banks of the country become 
more able to carry the load. His highly important declara- 
tion on this subject was as follows: 

“TI find almost general agreement among bankers that 
these agencies (emergency credit agencies) must continue 
until such time as the banks and other private credit 
agencies are themselves able and ready to take over these 
lending functions; and when that time comes I shall be only 
too glad to curtail the activity of these public agencies in 
proportion to the taking up of slack by privately owned 
agencies.” 

The bankers listened with approval to a declaration by 
the President that the government is bending every effort 
through the Treasury, the Federal Reserve System, the 
Reconstruction Finance Corporation, the Securities and 
Exchange Commission and the Federal Housing Adminis- 
tration to facilitate and encourage the revival of private 
investment. 

While bankers would have liked to hear an outright 
pledge against further monetary experimentation and for 
an early stabilization of currencies, they were gratified by 
the President’s statement that a greater “steadiness” in 
prices and values in international relationships is constantly 
before the administration as an objective of national policy. 

There was satisfaction over the President’s renewal of 
faith in the profit system, supplementing and strengthening 
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similar declarations by several cabinet members and other 
officials in recent months. 

The address by Mr. Reynolds had a marked effect in 
tempering the attitude of those who were inclined to be 
impatient. 

Mr. Reynolds propounded three rhetorical questions. 
The first, which he said he knew would be answered unani- 
mously in the affirmative, was whether it was avoidable 
that either through private philanthropy or the appropri- 
ation of public funds the destitute, unfortunate and un- 
employed must be cared for. The second was whether 
many might not be in error in expecting a balancing of the 
budget at too early a date. The third was whether those 
who believe in the importance of monetary stability were 
justified in demanding of the President an unequivocal 
declaration that the present gold content of the dollar 
would stand for all time, without regard to the currencies 
of other nations. 


Co-operation on Bank Legislation 


A new spirit of co-operation between bankers and the 
administration is in evidence as a result of developments 
during the annual convention of the American Bankers 
Association. There is a pronounced hope that in the 
consideration of legislation during the coming session of 
Congress as well as in the shaping of administrative policies 
the advice of the banker will be sought and given weight 
to a greater degree than during the past year and a half. 

Just what legislation may be put forward this winter is 
as yet uncertain. The administration will present a plan 
for a modification of the permanent deposit insurance 
system, scheduled under present law to become effective 
July 1. Some amendments to existing banking laws to 
facilitate control of the new managed currency system will 
be offered in lieu of any complete reshaping of the banking 
system through creation of a government-owned central 
bank. There will be a continuance of the movement outside 
the administration for a federal monetary authority as the 
proposed central bank has been designated. Amendments 
of various kinds to the banking act of 1933, sueh as to its 








TEN 


branch banking provisions, will be offered from different 
quarters. There are a considerable number of clarifying 
amendments which were sponsored last spring by the 
Comptroller of the Currency and the Federal Reserve 
Board but were caught in the legislative jam of the closing 
days of the session. Some of these may be unnecessary by 
reason of administrative rulings but others will be re- 
introduced. Long pending measures relating to the taxation 
of national banks by the states again will be considered. 

Agitation with respect to inflationary measures of 
various kinds will continue. The strength of these proposals 
will be dependent upon the extent to which the inflationists 
are satisfied by policies pursued under the gold reserve act 
and the silver purchase act. The currency inflation issue 
will be revived in connection with immediate payment of 
the soldiers’ bonus in full as advocated by the American 
Legion Convention. 


Bankers on All-American Team 


The new officers of the American Bankers Association, 
Rudolph Hecht of New Orleans, president; Robert V. 
Fleming of Washington, D. C., first vice-president; and 
Tom K. Smith of St. Louis, second vice-president, have 
pledged themselves to be part of an “All-American Team” 
for recovery suggested by President Roosevelt in his 
speech to the convention. 

The three new officers, accompanied by Francis M. 
Law of Houston, Texas, retiring president, visited Mr. 
Roosevelt at the White House following the adjournment 
of the convention. 





Talks by Mr. Jones and Mr. Crowley 


Speeches of Chairman Jones of the Reconstruction 
' Finance Corporation, Leo T. Crowley, Chairman of the 
Federal Deposit Insurance Corporation, and Comptroller of 
the Currency J. F. T. O’Connor were helpful in promoting 
a better understanding between banks and the government. 

Both Mr. Jones and Mr. Crowley threw out suggestions 
regarding a limitation of the amount of deposits which a 
bank may accept in a fixed ratio to its capital. Mr. Jones 
thought that a ratio of deposits to capital of eight to one 
might be a proper provision of law. Mr. Crowley suggested 





Tom K. Smith, St. Louis, is the new second 
vice-president of the A. B. A. His contacts 
in Washington will enable him to assist 
in co-operating with the administration 
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ten to one as a measuring rod for use in rebuilding the capital 
structure of banks. 

In arguing against needlessly great liquidity of banks, 
Mr. Jones said that the bankers must have some faith in 
the borrower’s working out his problems and paying his 
debts. 

Mr. Jones approved the movement which resulted from a 
meeting of bank examiners and bank supervising agencies 
of the government for the centralization of all governmental 
examination of banks. He said it was desirable that there 
should be only one examination for all government agencies. 
The agencies involved are the Federal Reserve Board, the 
Treasury, the Comptroller of the Currency and the Federal 
Deposit Insurance Corporation. 

Mr. Crowley gave advance information indicative of what 
the Federal Deposit Insurance Corporation will recommend 
in the way of amendments to the law relating to the perma- 
nent insurance system. He proposed that the present limit 
of $5,000 for insurance for each account be retained perma- 
nently, that a definite limit be placed upon the extent to 
which sound banks could be assessed to meet losses from 
failures, that an adequate capital structure be a condition 
of admission to the insurance fund in addition to solvency, 
that the Federal Deposit Insurance Corporation be per- 
mitted to buy assets from banks in difficulty to facilitate 
mergers and consolidations and that the corporation have 
power to make appropriate rules and regulations in order 
better to effect the purposes of the law. 


Meeting Credit Demands 


In resolutions adopted by the convention, which showed 
the conciliatory spirit of the bankers, it was asserted that 
the financial institutions of the country are capable and 
anxious to meet every legitimate credit need of industry, 
commerce and agriculture, that while a balanced budget is 
the corner stone of sound financial policy, emergency 
expenditures are at times called for in the interests of 
human welfare and that the re-establishment of a balanced 
budget at as early a date as possible would eliminate the 
fear of currency inflation. 

The report of the Economic Policy Commission headed 
by Colonel Leonard P. Ayres of Cleveland included two 
chief conclusions. The first was that American business 
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An informal camera study of Rudolph S. Hecht, New Orleans, new A. B. A. president, and 
Robert V. Fleming, Washington, new first vice-president, as they relaxed for a moment during 
one of the many business sessions of the American Bankers Association Convention in 


Washington. Both proved to be popular officials 
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Here is a general view of A. B. A. convention delegates gathered in historic Constitution Hall 
in Washington to hear the address in which President Roosevelt sought the co-operation of 
banks in furthering business recovery. Official Washington was in attendance as the 


President addressed the assembly 








will again become a good customer of American banking 
when the prospects for making business profits promise to 
justify the risks of borrowing. The second was that the 
policy which should guide bankers in their operations during 
this period should be that of fostering and assisting business 
expansion. The criteria for credit expansion, it was 
asserted, should continue to be the time-tested standards 
of community service, responsibility of the borrower and 
security of the loan. 


HOLC and FCA Refinancing 


At the beginning of November about $1,800,000,000 
had been advanced to urban home owners by the Home 
Owners Loan Corporation covering nearly 600,000 indi- 
vidual loans for an average of about $3,000 each. 

The Farm Credit Administration has made more than 
1,400,000 loans for a total of nearly $2,000,000,000 to 
farmers from its organization. This includes loans by all 
of its agencies. First mortgage loans by the land banks 
amounted to upwards of $800,000,000 while first and second 
mortgage loans by the Land Bank Commissioner totaled 
nearly $550,000,000. 





Extensive Treasury Financing 





Extensive financing operations by the Treasury are 
expected on December 15. It is the policy of the Treasury 
to conduct major operations at intervals of three months. 
The last of this character was on September 15. 

There mature on December 15, 214 per cent certificates 
to the amount of $992,000,000. This is the last issue of 
certificates outstanding. It is expected that they will be 
refinanced through the issue of Treasury notes with a 
maturity of from three to five years. The policy is to 
retire all certificates with maturities of from six to twelve 
months and to increase both ninety-day financing through 
Treasury bills and the longer term Treasury notes. When 
conditions are favorable it is desired, of course, to convert 
“a much of the short term debt as is feasible into long term 

onds. 
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This is an interesting photograph of re- 
tiring President Francis Marion Law, 
Houston, as he addressed the opening 
session of the convention. Mr. Law has 
proved himself an unusually capable leader 
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Besides refinancing the Treasury certificates, it is 
anticipated that on December 15 an opportunity will be 
given to exchange Fourth Liberty bonds which have been 
called for redemption on April 15 next for long term bonds 
bearing interest at about 344 percent. The Fourth Liberties 
are 4144 percent bonds. The Fourth Liberties to an amount 
of $1,870,000,000 were called in advance of October 15 for 
redemption on April 15, a six months’ notice being necessary. 

As a result of refinancing on Fourth Liberties which 
were called for redemption on April 15 last and October 15 
last, including exchanges made in advance of the call dates, 
about $2,750,000,000 of this war issue already has been 
converted into new obligations at lower interest rates. 
When the refunding of the $1,870,000,000 additional bonds 
which have been called is completed there will remain out- 
standing about $1,250,000,000 of the Fourth Liberties. 

The December 15 financing also may include the 
borrowing of some new money. The balance in the general 
fund has been gradually declining with the speeding up of 
the public works program. It is likely that it will be 
necessary to borrow upwards of $5,000,000,000 of new 
money between December and June. 


The Central Bank Issue 


The acuteness of the central bank issue seems to have 
subsided. Unofficial information from the Treasury has 
been that the administration will be satisfied with a few 
amendments to existing law such as to increase the authority 
of the Federal Reserve Board over open market operations 
of the Federal Reserve banks and to give the Board veto 
power over the selection of governors of the Reserve banks. 

While these two proposed amendments do not, on their 
face, give the Treasury or the President greater authority 
over Federal Reserve operations they tend to do so in view 
of the present close contact between the Board and the 
administration. The Reserve banks, being owned by 
member banks and controlled by directorates which are 
independent of government influence to a large extent 
might theoretically under present laws maintain credit 
policies which would counteract policies dictated by the 
President and the Treasury in the management (See page 22) 








In this article a Canadian branch manager 
details some of the finer points of public 
relations . . . for circumstances varying from 
calling on customers to delivering speeches 
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Know that the public will not just take for granted 
the merits of sound banking. Your wares, like others’, 
must be brought forward in a human, appealing manner 


BANK’S public relations must 
A always depend to a large extent, 

and of necessity, upon the pub- 
lic’s associations with individual mem- 
bers of its staff. It seems desirable 
then that these members be persona 
grata and that the bank’s executives 
become at least favorably known. 

There is no need to become what is 
sarcastically called a “‘joiner,” for this 
denotes weakness rather than strength, 
but the executive and his bank can 
support with keen enthusiasm societies 
or local activities that will build up 
in the community a feeling that is akin 
to affection. 

If, however, as an executive, I have 
discovered difficulty in bearing with 
my own customers or in keeping my 
temper in office or home, let me be at 
least wise enough to limit my outside 
activities to appearances at public 
gatherings and participation in polite 
social events. One banker I know, 
and a successful one, served as hospital 
director for a single year, but his 
domineering manner, his faultfinding 
and parsimony remained a topic of 
public interest long after he left town. 

Sooner or later almost every banker 
is asked to make a speech on banking. 


It is a splendid opportunity to mold 
public opinion. Being thrown out of a 
boat presents a splendid opportunity 
to swim, if you can swim. To know 
your facts is not enough. Bankers on 
the platform usually seem to be either 
solving a problem of their own or try- 
ing to sound too profound. What the 
audience really wants to know is what 
may happen to customers in banks. 
Pages of law and statistics leave them 
cold, but the phrase, ‘““When you want 
to borrow money,” or ““A man came 
into my office today,”’ rivets attention. 


At one time a highly proficient head 

of a foreign department spoke to a 
large group of bank clerks, but his 
only intelligible statement was an 


‘extemporaneous concluding apology 


that he had failed utterly to make 
himself understood. 

To sum up here: If you are bored 
by community organizations, if your 
digestion has made you irritable and 
if you can not think nimbly on your 
feet, by all means seek to exert your 
influence where these shortcomings 
are not constantly in your way. If 
your appearance of sincerity is born 
of actual sincerity, if your human 
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by PERCY GOMERY 


Manager, Kitsilano Branch, The Canadian Bank of Commerce, 
Vancouver, B. C. 


affection swells beyond your own walls 
and if people just naturally hang on 
your words and appreciate them, then 
go forth and conquer. 

In any case, know that the general 
public will not just take for granted 
the merits of sound banking. Your 
wares, like others’, must be brought 
forward in a human, appealing manner, 
presented through an attractive ve- 
hicle. The banker revealing himself 
only as a financial thinking machine is 
a Shylock or iron man, the one who 
has nothing but a cold “no,” or even 
“‘ves,” inspires no loyalty, and the one 
who lives to himself is unsought and 
devalued in the community. The 
word “delighted” attached to his 
official consent, or “very sorry”’ to his 
dissent, invites further approach. An 
affable public appearance elevates 
banking to a neighborly science, and 
a gesture of public service is a lasting 
tie. Talcum powder may be bought 
in a paper bag at five cents a pound; 
in an attractive red tin, containing 


a dash of color and a cent’s worth of ' 


perfume it sells for a dollar. 

I have spent much of the bank’s 
valuable time with people as legal 
adviser, peacemaker or father con- 


fessor. Seldom have I given legal 
advice, few quarreling men can say 
that I judged between them, and few 
confessions have found anything like 
a home in my mind. But always I 
knew that the occasion was a vital one 
in the life of the appellant. Primarily 
he or she needed sympathy, patience 
and reasonableness, which was about 
all the banker had to give. The talk 
almost surely invites interest in your 
interviewer’s family, than which noth- 
ing returns more lasting dividends in 
popular favor. 

Never let the unimportance of the 
question deter you. A venerable judge 
tells me how two “bad” boys, having 
in dispute a pocketknife, innocently 
called at his home.: Leaving dinner 
and friends, he sat and judged the case 
and rendered a careful verdict. As a 
sequel, two wild lads grew to important 
positions as law-respecting citizens. 
I once went into a series of consulta- 
tions with the wife of a tubercular 
street-car conductor trying to finance 
so as to save their one government 
bond. The result, as was to be ex- 
pected, was financial failure but the 
venture was an unforeseen advertising 
success. 


For months on end I argued and 
advised with a twenty-year-old youth 
who had a fish stall. The problem was 
to establish a capital of $500 on which 
his business could float. I despaired 
of ever accomplishing it. At a later 
date this man’s companies owed us 
$24,000, with deposits of affiliates at 
least half that sum. 

I have hinted that if harmonious 
customer feeling is to emanate from 
his desk let the banker do two things: 


WHEN he decides to grant a loan 
(or even a deposit facility) he 
might as welldo so with willingness and 
pleasure. Let the borrower feel the 
bank’s confidence in him. If one sees 
at the outset that the loan is impos- 
sible he may well nevertheless listen 
to all the applicant has to say. Itisa 
day when curt refusal is ammunition 
to disturbers. Even ask some further 
questions, possibly softening the com- 
ing refusal by remarking, “‘I’m rather 
afraid the bank never does such a 
thing, but I’m trying to find out if 
there is some way we might help.” 
True, one exasperated customer told 
me, “I didn’t come here for advice, I 
came for $600.” But even he hinted 
appreciation following his experiences 
elsewhere. 
Our final “‘“No” must of course, on 
the facts, remain exactly (See page 27) 
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Country Banking 


T has long been my belief that the 
source of most difficulties of which 
bankers so justifiably complain is 

in the banks themselves. Their trials 
and troubles, their inadequate profits 
and excessive losses, principally trace 
back to one basic fact:. The average 
banker employs in the operation of 
his institution somewhat less of busi- 
ness sense than he requires of any cus- 
tomer to whom he would make an 
unsecured loan. For some unaccount- 
able reason, the banker whose advice 
to his customers is compounded of 
acumen, sagacity, and horse sense is 
likely to use judgment of lower caliber 
when setting his own course in banking 
matters. 

It is only since 1930 that I have been 
actively engaged in banking. Prior to 
that I had a mortgage business in our 
country town, and this brought me in 
touch with a good many bankers. 
During all this while certain conclu- 
sions about banking have been crystal- 
lizing, which I intend to set down here 
for whatever good they may be. 

Mind you, I am a country banker 
and can lay claim to no great knowl- 
edge of other types of banking. Our 


town looks to city folks like a wide 
place in the road, our local prosperity 
is 100 per cent tied up with farm condi- 
tions. Perhaps what we see in our 
own and neighboring communities is 
not typical. But I suspect it is. To 
some of us who have weathered the 
storms of the past few years, sound 
banking seems fundamentally the same 
wherever it may be. If I loan $500 to 
a local merchant or farmer and the 
loan goes sour, it was because that 
loan ran counter to some recognized 
principle of sound banking. Change 
the location to Chicago or New York, 
change the borrower to a public utility 
system, add three or four zeros to 
make the loan big enough for a metro- 
politan bank—when it goes sour it 
does so for the identical reason that 
our little $500 was lost! No, I can not 
see that the fundamentals vary, even 
though some of the superficial con- 
siderations do. 


IKE most major banking problems, 
the principles of sound bank man- 
agement in the country divide pretty 
much into two classes: Deposits; 
Loans and Investments. Here lie 


most of the pitfalls into which it is 
easy to slip. And a few more are to 
be found in the middle ground of 
operating. 

Something to which any sound 
country banker must be reconciled is 
the small revenue-earning power in a 
small bank. If it were possible to 
keep every dollar of our deposits — 
$142,956 on the last call—loaned out 
all of the time at 7 per cent, with 
never a worry about reserves, float, 
liquidity, or bank examinations, our 
total revenue from interest would be 
about $10,000. As it is, the income is 
a small fraction of this amount. The 
bank’s officers cannot expect any great 
salaries from the bank, nor can the 
stockholders expect to get rich from 
bank dividends. Sound country bank- 
ing in a single institution will not 
make either a wealthy bank or a 
wealthy man. A great many bank 


failures, as everyone knows, have re- 
sulted because this fact was over- 
looked, and because in the attempt to 
accomplish the impossible too many 
and too serious risks were incurred. 

At the same time, a country bank 
can control its overhead as a city bank 
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Banks have learned many lessons in recent 
years .... lessons that will help establish 
operations on a sound and profitable basis 


by 
F. A. DEMOULIN 


President, The First National Bank of Mulberry Grove, Illinois 


cannot. A country bank does not need 
elaborate banking rooms, in fact is 
considerably better off without them. 
It can get along with a minimum of 
help, and none of its customers will 
think the worse of it. It can even 
avoid some of the expenses which 
might normally be considered un- 
avoidable; for instance, in some tiny 
banks the officers redecorated the 
bank interior during the moratorium, 
thus saving all but the cost of ma- 
terials. It can get along with mini- 
mum stationery and printing, and 
customarily does. It has, in short, no 
need to put up a big front, it can get 
along without many expensive items 
which have nothing whatever to do 
with the bank’s soundness. 

While we are on this subject of 
operating, let’s clear it up. Since 
interest revenue possibilities are so 
small, the need for service charges is 
greater. Adequate service charges 
are absolutely necessary to a country 
bank’s continuance as well as to its 
profits. We all know country banks 
which spend all their income taking 
care of unprofitable accounts. 


We have had this happen: A busi- 


The biggest factor in management is sound business sense 
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ness man (with excellent references) 
about to begin operations in our dis- 
trict opens an account with a deposit 
larger than most of our balances. It 
looks like nice, profitable business. 
But presently we are handling a big 
volume of payroll checks or cream 
checks or what have you. His deposits 
are checks on points several days dis- 
tant in terms of collected funds. 
Before we know it, the collected bal- 
ance is down to little or nothing. And 
the account is causing us more activity 
than fifty ordinary accounts. 


NDER such circumstances there is 

only one possible sound procedure: 
Invite the customer in, show him the 
figures, give him a choice of methods 
for compensating the bank’s services: 
adequate balances; service charges to 
the depositor; service charges to the 
payees of his checks; or a combination 
of all three. Such a depositor is 
genuinely amazed and distressed to 
learn that his account is a money- 
loser; everywhere else his similar 
accounts have been treated as a god- 
send. After a few minutes of factual 
education he generally agrees to a 













































Cost of Account 





Service Charge 














method that permits the bank to earn 


a fair profit on his business. But, of 
course, he goes alongat other banks cost- 
ing them $2 or $10 a month in net loss. 

I have no illusion that our bank’s 
scale of charges is either perfect or 
adequate. It is merely the best we 
can do under our particular circum- 
stances. Our little town is between 
two county seats which our customers 
visit frequently, often on no greater 
provocation than a good movie. We 
worked our hardest to convince the 
county-seat bankers and our fellow 
crossroads bankers that service charges 
are essential. It did not get across. 
So we installed our own schedule of 
charges and lost some unprofitable 
business thereby. Some of the other 
bankers, seeing that the world did not 
come to an end when we began 
charging for sub-minimum balances 
and small notes, have done likewise. 
Others continue to pin their faith for 
adequate revenues on present interest 
rates—which seems over-optimistic. 
Anyhow, we have gone as far as we 
can without concerted action by all 
the banks. Had our reputation for 
solidity been less, it is doubtful that 
we could have maintained our modest 


schedule. (See page 24) 
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A Compact Mortgage 


Record 


A snapshot was added 
to visualize the prop- 
erty for examiners 


by 
R. D. MATHIAS 


Vice-president, The First National Bank 
of Elkhart, Indiana 


for the system we now use for tying 

together all of our mortgage facts 
in a neat bundle on a single sheet, it 
doubtless goes to the bank examiners. 
Not that they demanded it as affecting 
the safety of our institution. Rather, 
our mortgage set-up caused them so 
much ‘scurrying around from files to 
vault to files, that they recommended 
that we get all the facts on each of our 
mortgages on some central record so 
that they would not have to make 
numerous memorandums and hunt in 
half a dozen places. And because we 
gathered from their exasperation that 
this is a situation prevailing in a good 
many banks, it seems worthwhile to 
describe here our solution for what use 
it may be to other bankers who still 
lack such a record. 

You know how it is when examiners 
come to check over the mortgage 
assets. With all the available facts 
before them, the examiner in charge 
sits down to check them over with the 
oflicers. “This Doe mortgage,” he 
begins, “for $2,500. What kind of a 
neighborhood is it? What kind of a 
house?” 

A pause. Then an officer suggests, 
“It’s that frame cottage on Saginaw 
Street, isn’t it?” 

“No, that’s the Jones place,’ de- 
clares another officer. ‘“The Doe house 
—let’s see. Um-m. That’s a brick 
veneer house, I remember, but I’m not 
sure just where it is.”’ 

“Oh, yes, it’s on Indiana Avenue,” 
recalls the first officer. ‘“‘In the 600 
block. Across the street from Bill 
Smith’s. The one they put a new 
porch on last year.” 


T anybody is entitled to any credit 





acew John Ae & Mary Doe 


95964 war amount $3,000.00 
PROPERTY LEGAL 
apore $32 Indians Aveme L_MIO#, ero ORE 
wom, Brick Veneer 
wre ce mone. 26° x 38* 
yrenecre> 1925 re WEMODRLE 
HEH 1 HON Date 


We De. Dalton. 


APPRAISED VALUATION 


DATE Auge 19, 1933 
50 158° « s $ 800.00 
4,500.00 
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$5, 300,00 


FP. BE. Berton & 
W. D. Dalten 


INSURANCE 


5486-Pire The Phoenix Ins. Co. 
- . . ° 


10720-aind 3,500.00 6-337 
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ASSESSED VALUATION 


~ June 1, 1934 
$ 450.00 
5,040.00 


$5,490.00 
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The form was designed to place essential information on one record 


About this time the examiner, wish- 
ing to get through, and considerably 
annoyed by the delay, decides, ““We’ll 
put it down for $1,500.” And what 
can the officers do to upset that de- 
cision, when they aren’t even sure 
where the house is or what it looks 
like? And another item finds the 
CRITICIZED list. 

Eventually it penetrated that when 
the officers of a bank are not thor- 
oughly familiar with every mortgage 
at all times, maybe there is a sound 
basis for criticizing the mortgages on 
general suspicion. When we stopped 
to think it through, we had not been 
keeping ourselves too well familiarized 
with the real estate behind each mort- 
gage. To be sure, the mortgages were 
made very carefully in the first place: 
two officers familiar with local real 
estate values carefully inspected the 
property before we made the mortgage, 
and whenever a question of renewal or 
extension arose; the loans were made 
for conservative percentages of con- 
servative valuations; they were granted 
only to owners of the type who seemed 
likely to maintain their properties and 
keep themselves free of financial diffi- 
culties. Therefore we had been taking 
it pretty much for granted that any- 
thing we had in our mortgage file was 


good until we had active reason to 
think otherwise. 

We now determined to bring our- 
selves up to date on our facts about 
every mortgage held. First we worked 
out the form shown. There is no need 
to detail in the text of this article 
exactly what is included on this form, 
for the reader can see this by examining 
the reproduction. The general sub- 
jects covered by the record include: 
name, location, dates, property de- 
scription; legal; appraised valuation; 
assessed valuation; insurance; taxes; 
and photograph of property. 


WE go out periodically and look over 

each property, setting down any 
change of appraisal on the card; as 
soon as the tax assessments are avail- 
able, we check them and record the 
fact if the assessor has changed his 
mind about valuation; likewise, we 
periodically check the tax rolls and 
record the status of payments on the 
property. But the nub of the plan is 
the photograph. 

All of us are reasonably familiar 
with the houses on which our bank 
holds mortgages, but we cannot off- 
hand always recall them too accurately; 
neither can most bankers in towns 
larger than 5,000 population. But 
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when one of us sees a photograph of 
the house, this brings to mind all the 
details. So one of our employees went 
out, when we were setting up this sys- 
tem, and took ordinary snapshots, two 
and one-half by four inches, of all 
the properties on which we hold mort- 
gages. We plan to have new photo- 
graphs taken, in the same informal 
way, every two or three years. By 
taking the exposure from across the 
street, we get the details of pavement, 
sidewalks, and so forth, firmly in mind. 
And if the house is being allowed to 


run downhill for maintenance, subse- 
quent pictures will plainly show it. 
When we had all of our mortgages 
neatly set forth on these ledger-size 
cards, it became possible for any 
officer of the bank—or for any exam- 
iner —to riffle through the file and get a 
pretty accurate perspective on our 
mortgage situation at about the rate 
of four mortgages per minute. A look 
at the photograph, a look at the bal- 
ance remaining, a look at valuation, 
and tax situation. By then the reader 
knows whether it is a good-looking 
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mortgage, or a dud. Moreover, the 
fact of having to set down all of this 
information makes sure we shall not 
make a mortgage in future until we 
have all of the facts lined up in 
order. 

We have not as yet had an examina- 
tion since we installed the new system. 
But we are betting that it will save the 
examiners lots of time, prevent souring 
their dispositions, and give them 
enough facts to satisfy them that our 
mortgages are worth every dollar of 
their face. 


Business Carp— Bank 
STATEMENT 1” One 


Folded: It’s a standard business card 


Unfolded: A statement of condition 


by 


ARTHUR VAN 
VLISSINGEN, Jr. 


OUNTRY bankers and city bank 
C new business departments can 
both benefit from an idea in use 
at Union Planters National Bank & 
Trust Company of Memphis, Tennes- 
see. This is a simple combination of 
business card and condensed statement 
of condition. Incidentally, this bank 
disclaims credit for originating the 
method; one of the bank’s officers saw 
the idea in use elsewhere and picked it 
up for his own institution. 

As every country banker knows from 
experience, it is difficult to keep track 
of the names of city bank representa- 
tives who call on him. Some few are 
old friends who have been coming 
every few months for years. Others he 
remembers as “the man from the 
Average National.” And when, wholly 
unexpectedly, some question arises 
which makes advisable a letter or a 
Visit to this man, he has a lot of trouble 
finding out whom to address or call for. 
He can usually lay hands on the city 
bank’s most recent statement. But 
many printed statements carry the 
names of only the president, cashier, 
and directors. On those which list all 





UNION PLANTERS NATI 


RESOURCES 
Cash on Hand, and Due From Banks__$ 13,673,934.58 
United States Government Bonds and 
Certificates, and Securities Guaran- 
teed by the United States Govern- 





mentastoBothPrincipaland Interest 8,558,315.44 
Municipal Securities. 3,746,987.10 
Federal Land Bank, and Federal Inter- 

mediate Credit Bank Bonds__.__ 1,467 ,027.23 
Stock in Federal Reserve Bank__.____ 210,000.00 
Other Bonds and Securities__.__ 657,063.74 
Due from United States Treasurer 175,000.00 





Payment to Federal Deposit Insurance 
Temporary Fund $24,820.34 Carried 























MEMPHIS, TENNESSEE 
AT THE CLose oF Business OctToBer 17, 1934 


at. cs 12,410.17 
Loans and Discounts__.__-__> S19, 422,931.35 
Banking Houses OTE MERE 1,738,000.00 
Other Real Estate. 160,352.59 
Furniture and Fixtures..__»_-_E 15,917.00 
Customers Liability a/c Letters of 

Credit and Foreign Bills, Acceptance 

Guaranteed. 42,731.99 
Interest Earned but not Collected. 107,563.97 * 

TOTAL $ 49,988,235.16 


CONDENSED STATEMENT 



















LIABILITIES 
Capical Seocks SY 3,500,000.00 








SIN erence ernie, 21, 000,000.00 
Undivided Profits... 1,794,702.17 
Reserve for Contingencies Kan Rnd 151,618.00 
Reserve for Taxes and Expenses__.___. 40,569.21 
Interest Collected but not Earned and 

RORCUUINE PRN cs ct 131,520.47 
EEE AE a 3,500,000.00 
Letters of Credit and Foreign Bills for 

Customers, Acceptance Guarantecd_ 42,731.99 








U. S. War Loan 
Deposits —_...-$ 450,000.00 
Other Deposits... 39,377,093:32 
Total Deposits. Sen 39, 827,093.32 
TOTAL... F «49,988.235,16 


It combines handing out a business card and following it with a statement 


officers, he has difficulty picking out 
the only one he personally knows. And, 
particularly true of institutions in the 
larger financial centers, the man who 
calls upon him may not be an officer 
and consequently is unlisted. 

From the standpoint of the city 
bank’s new business department, this 
is costly. Likewise, the established 


procedure is awkward. Handing out a 
business card and following it with a 


statement is a bit clumsy. Moreover, 
the card will eventually find the waste- 
basket, while the statement will be 
kept. A minor annoyance to many a 
new business man is the need to keep 
about half a pound of printed state- 
ments (originally designed more for 
impressiveness on an officer’s desk than 
for compactness) in his coat pocket so 
that he will always have an ample 


supply handy. (See page 29) 
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New National Association 


At its convention in Washing- 
ton, held during the same week 
as the A. B. A. convention, the 
National Association of Bank 
Auditors and Comptrollers elected 
well-known, able Oscar G. Schalk 
national president. Mr. Schalk is 
comptroller of the Mercantile- 
Commerce Bank and Trust Com- 
pany of St. Louis. 





Blank & Stoller 


I. Friedlander, leader in home 
financing, was elected president of the 
United States Building and Loan 
League at its New Orleans convention. 
He is chairman of the Advisory Com- 
mittee to the Federal Home Loan 
Board, Washington, chairman of the 
Home Loan Bank, Little Rock, and 
president of Gibraltar Savings and 
Building Association, Houston. 


Kaufman & Fabry 








Underwood & Underwood 


With impressive ceremony Rudolph S. Hecht 
ascended to the presidency of the American 
Bankers Association at its convention in Wash- 
ington. He pledged an administration devoted 
to the solution of banking problems and co- 
operation in national recovery. He ischairman 
of Hibernia National Bank of New Orleans. 





Boye Studio 


Chester A. Rude is president of 
Robert Morris Associates for the 
1934-35 term. He was elected earlier 
in the year. Besides serving as national 
leader of financial credit men, Mr. 
Rude is a member of the Executive 
Council, California Bankers Associa- 
tion, and vice-president of the Security- 
First National Bank, Los Angeles. 
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Presidents 


The Association of Bank 
Women, which also held its con- 
vention in Washington currently 
with the A. B. A., elected Miss 
Susan B. Sturgis president for 

‘ the coming year. She is assistant 
manager of the Bay State branch 
of the First National Bank, Bos- 
ton, and an enthusiastic worker 
in the interests of bank women. 


Boris, Boston 


When members of the Financial 
Advertisers Association held their con- 
vention in September, in Buffalo, they 
unanimously elected I. I. Sperling to 
the presidency. Mr. Sperling, who is 
assistant vice-president of the Cleve- 
land Trust Company, Cleveland, has 
been a consistent advocate of better 
relations between banks and their cus- 
tomers and the general public. 
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Trust Sale 


May a trustee buy in the trust 
estate? 
“Of course,” says the United States 


ial Circuit Court of Appeals for the 
yn- second circuit in a recent case, “a 
ley trustee may not buy in the trust 
to estate to his own advantage; it is not 
) is necessary to labor that doctrine which 
ve- is settled by multitudinous decisions. 
has There is, however, no more objection 
ter to a trustee’s buying an interest junior 
UuS- to the trust estate than to his buying 


any other property; such a purchase 
cannot possibly create any interest 
adverse to the cestui que trust.” 
(Prudential Insurance Company vs. 
Liberdar Holding Corporation, 72 
Federal Reporter, Second Series, 395.) 









































Federal Power 











Federal courts can and will, under 
certain circumstances, assume control 
of state financial institutions even 
where state statutes provide fully for 
the supervision of such institutions by 
@ state authorities. 

That is the inescapable inference 
airom a recent case in which the 
aCommonwealth of Pennsylvania has 
been contesting the appointment of 
Mreceivers by a Federal Court for a 
@>uilding and loan association subject 
@under Pennsylvania law to the super- 
Bvision of the Pennsylvania banking 
@authorities. 

The building and loan association 




















































































































. ... Recent Court Decisions that 
are of Particular Interest to Banks 
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in question was found by the state 
authorities to be in an unsafe and 
unsound condition and was by them 
put on a restricted basis of operation. 
A stockholder who was a citizen of 
the State of New York applied to the 
Federal District Court for the appoint- 
ment of a receiver for the association. 
Diversity of citizenship was the ground 
for making the application to the Fed- 
eral Court, which did appoint receivers 
for the association as petitioned for. 

The Commonwealth of Pennsylvania 
attempted to oust the Federal re- 
ceivers, but the Federal District Court 
refused to yield, holding that since it 
took jurisdiction properly in the first 
instance, it would not now relinquish 
it. It was indicated, however, that 
the Federal Court would not have 
interfered if a state court had previ- 
ously taken jurisdiction of the matter. 
This position was affirmed on appeal 
by the Federal Circuit Court of 
Appeals for the third circuit. (Com- 
monwealth of Pennsylvania vs. Wil- 
liams, 72 Federal Reporter, Second 
Series, 509.) 


Income Tax 


A bank which was administrator of 
a decedent’s estate entered into a trust 
agreement with the decedent’s widow 
to carry out a trust for her benefit in 
accordance with.the terms of the will. 
A contest arose between the bank and 
the Collector of Internal Revenue over 
a claim for income tax alleged to have 
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By 


CHARLES R. ROSENBERG, Jr. 


been owing to the United States by 
the decedent. 

The income tax, the court ruled, was 
a debt against the estate, and the 
trust agreement could not interfere 
with it or create any rights superior 
to those of the government with respect 
to the income tax claim. (Central 
Farmer’s Trust Co. vs. Larson, 7 
Federal Supplement, 728.) 


Deed Cancelled 


A husband and wife executed in 
favor of a lending bank a note and a 
mortgage on a house to which the 
husband held legal title. The wife, 
however, was the equitable owner of 
an undivided one-half interest in the 
property by reason of having advanced 
part of the purchase price of the house 
and paid for certain improvements on 
it. There was nothing of record to 
put the bank on notice as to the 
existence of this equitable ownership 
in the wife. 

The mortgage was foreclosed and 
the property sold to the bank by the 
sheriff. The bank later conveyed the 
property to third parties. It appeared 
that in the foreclosure proceedings the 
bank did not make the wife a party 
defendant. 

The wife sued to have the sheriff’s 
deed to the bank and the bank’s deed 
to the third parties set aside insofar as 
her undivided one-half interest was 
concerned. The court ordered: 

First, that the deeds be cancelled 
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insofar as they affected her undivided 
one-half interest; 

Second, that she pay off the in- 
debtedness against the property; 

Third, that the bank and its grantees 
account to her for her proportionate 
part of the rents from the property. 
(First National Bank vs. Sanders, 
35 Pacific Reporter, Second Series, 
889.) 


Entireties 


Where a husband and wife own real 
or personal property or both as tenants 
by the entireties, none of this property 
can be reached on an execution on a 
judgment against either spouse, but 
is subject to execution only on a joint 
judgment against both. (In re Utz, 7 
Federal Supplement, 612.) 


Mortgagee Clause 


A bank as mortgagee of certain real 
estate held a policy of fire insurance 
with the usual “mortgagee clause.” 
The policy also contained the familiar 
80 per cent co-insurance provision to 
the effect that, if the insured failed to 
insure his property to at least 80 per 
cent of its actual cash value, the 
insurance company would be liable 
only for such fraction of the loss as 
the insurance carried might be of 
80 per cent of the actual cash value of 
the property at the time of loss. 

The insured building burned, and 
the insurance company contended 
that, since the policy held by the 
bank under the mortgagee clause was 
for less than 80 per cent of the actual 
cash value of the property, the bank 
was entitled only to a proportionate 
recovery. There was also the further 
complication that another and second 
mortgagee held insurance on the same 
property in another company. It was 
argued that the loss should be borne 
pro rata between the two insurance 
companies under the usual “Pro Rata 
Liability Clause.” 

Passing on these questions, 
court held: 

First, that the “mortgagee clause” 
created a direct and separate contract 
of insurance between the insurance 
company and the mortgagee bank of 
such a character that the Pro Rata 
Liability Clause did not apply. There- 
fore, that insofar as the question of 
pro-rating the loss between the dif- 
ferent insurance companies was con- 
cerned, the bank was entitled to re- 
cover its loss as though no other 
insurance had been written. The 
court cited with approval on this 
point the case of Eddy vs. London 
Assurance Corp., 143 N. Y., 311. 

Second, that under the ordinary 
80 per cent clause the mortgagee bank 
could recover only its proportionate 
share of 80 per cent of the actual cash 


the 








Paid Check 


When a bank by error pays a 
check where actually there are 
not funds in the maker’s account 
to meet it, what chance has the 

| bank to recover the money from 

| the payee? 

This question was one of the 

| points raised in a recent and very 
interesting case. Passing on it, 
the court said: 

‘The law is entirely clear that 
if a check is presented to the bank 
upon which it is drawn, and 
accepted by payment in cash or 
credit unconditionally given, the 
payee cannot be required to re- 
imburse the bank because the 
check overdrew the drawer’s ac- 
count. When a check is so pre- 
sented, the bank must then 
decide to accept it, absolutely or 
conditionally, or dishonor it. 

| When it accepts it uncondition- 
| ally, the check is paid, and the 
| incident closed.”’ | 
From this statement of the 
law, it would also appear that if 
| the payee happened to be a 
| depositor of the drawee bank 
| and was given credit for the check 
| asa deposit in his pass book, the 
| bank could not later charge the 
| check back to his account. (Hayes 
vs. Tootle-Lacy National Bank, 
72 Federal Reporter, Second 
Series, 429.) 

















value of the property. (Savarese vs. 
Ohio Farmer’s Insurance Company, 
260 N. Y. 45.) However, in the 
particular case before the court, the 
mortgagee clause in the policy was 
headed ‘“‘Non-contribution.” These 
words, the court decided, indicated an 
intention to exclude the mortgagee 
from the operation of the 80 per cent 
clause and hence the bank was entitled 
to recover its full loss. (Penna. Co. vs. 
Ohio Farmers Ins. Co., 7 Federal 
Supplement, 701.) 


Federal Taxes 


In a contest with the United States 
Government with respect to taxation 
on a decedent’s estate, a deduction 
was claimed on the ground that a 
certain provision in the will was in- 
tended to and actually would benefit 
an educational institution. In support 
of this contention the bank which was 
executor of the estate introduced an 
order made by the local probate court. 

The Federal Court held, however, 
that the order of the probate court, 
which admittedly had power to deter- 
mine the meaning of the will, was not 
binding in all courts and for all pur- 
poses. 

In applying the Federal Estate Tax 
Statute, the.court pointed out that in 
the absence of language evidencing a 
different purpose, the Federal tax 
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laws are to be so interpreted as to give 
a uniform application to a nation- 
wide scheme of taxation. State law 
may control only when the Federal 
Taxing Act, by expressed language or 
necessary implication, makes its own 
operation dependent upon state law. 
(Mississippi Valley Trust Company 
vs. Commissioner of Internal Revenue, 
72 Federal Reporter, Second Series, 
197.) 


Oral Agreement 


Can an oral agreement affect lia- 
bility on a negotiable instrument? In 
a recent case, it appeared that a 
promissory note was delivered by the 
maker to the payee, the delivery being 
accompanied by an oral agreement that 
the instrument should not take effect 
until certain other signatures had been 
secured. Upon an effort by the payee 
to enforce the note against the maker 
without the securing of other signa- 
tures, the court held that there was 
no liability on the part of the maker 
to the payee as between themselves, 
in view of the oral agreement. The 
court indicated, however, that the 
result would have been otherwise if 
the note had gotten into the hands of 
an innocent holder in due course, who 
naturally would not be bound by any 
oral arrangements between the original 
parties. (Bosworth vs. Cady, 72 
Federal Reporter, Second Series, 62.) 


Fidelity Bond 


A bank protected by a fidelity bond 
undertook to collect a loss from the 
bonding company. The claim was 
resisted by the bonding company on 
the ground that the bank did not give 
notice of the loss within the time 
provided in the bond. 

The bank brought suit against the 
bonding company in the state courts, 
but the case was removed by the bond- 
ing company to the local Federal 
Court on the ground of diversity of 
citizenship. This removal was ap- 
parently brought about by the bond- 
ing company because there are several 
Federal decisions holding that a provi- 
sion in a fidelity bond requiring notice 
within a given time is a condition 
precedent and if not complied with, 
would defeat the bank’s right of 
recovery. 

On the other hand, the highest court 
of the state in which the bank was 
located had decided several times that 
such provision in a bond does not 
forfeit the right of action on it unless 
the bond itself contains a _ clause 
providing for such forfeiture, and 


there was no such forfeiture clause in 
this particular bond. 

The Federal Court decided that it 
should follow the rule of the highest 
court of the particular (See page 28) 
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Multilith De- 
partment of the 
Federal Land Bank 
of St. Louis, showing 
three complete equipments 
in operation. 


| i the highly important work 
of operating a Federal Land 
Bank, it is essential to employ 
methods which assure maximum 
speed and economy. The Federal 
Land Bank of St. Louis has found such a method in 
Multilith—the new process of simplified office lithog- 
raphy which enables your own employees, within your 
own organization, to produce high quality lithographed 
material at remarkable speed and surprisingly low cost. 

Read above what Mr. Hutchings tells Mr. Peterson 
of the St. Paul Federal Land Bank ... “ran 50,000 
letterheads in a day and a half... saved around $4,000 
by producing our mortgage loan record cards on Multi- 
lith ... do not know what we would do without it .. .” 
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There are more than 50 models in the Multigraph line, including 
office folding machines and office typesetting machines 
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Similar savings and economies are being effected with 
Multilith by a large number of banks and financial 
houses throughout the country. Multilith affords an 
ideal method of producing the many diversified forms 
required in daily aes routine. It is a Multigraph prod- 
uct ... based upon over 30 years’ experience in building 
office duplicating and printing equipment. 

We suggest that you permit our trained representa- 
tive, who is regularly in your vicinity, to give you 
detailed information regarding Multilith’s time-saving 
and money-saving possibilities in your own organization. 
No obligation is involved. Just consult your phone 
book or write to 


MULTIGRAPH COMPANY 


Division of 
Addressograph-Multigraph Corporation, Cleveland, Ohio Ww 


a OFFICES IN PRINCIPAL CITIES THROUGHOUT THE WORLD =-=— 
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MULTIPLE TYPEWRITING AND OFFICE PRINTING 
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The Washington Outlook 


(From page 11) Of the currency system. To make the Reserve 
banks more subservient to the Federal Reserve Board, 
which is itself subordinate to the President and the 
Treasury under various provisions of recent laws, places 
control of currency and credit more completely in the 
hands of the government. This in effect is the objective 
of a completely government owned central bank. 


To Finance Real Estate Mortgages 


The Reconstruction Finance Corporation’s program for 
assistance in the formation of or strengthening of trust 
companies dealing in real estate mortgages is going forward. 
The corporation proposes to supply up to 50 per cent of 
the capital needed by buying preferred stock or capital notes. 

The terms and conditions are contained in a circular 
issued by the corporation. 

“The re-establishment of a nation-wide market for sound 
real estate mortgages by privately owned and privately 
managed financial institutions is an important element of 
recovery,” says the circular. 

‘“‘Numerous cases have appeared where mortgage loans 





which are in default and mortgage loans that are about to 
mature may be refinanced now, in whole or in part, on a 
sound basis, greatly to the benefit of the mortgage note 
holders and the debtors. 

“Certain new building projects may be financed on a 
sound basis, and many buildings, such as apartments, 
hotels, warehouses, business and office buildings, etc., 
covered by mortgage bonds and now in receivership, may 
be safely reorganized in the interest of both the bond- 
holders and the equity owners, without loss of the new 
money invested.” 


RFC Policy on Repayments 


The RFC has announced a policy of greater leniency 
on repayments affecting all classes of borrowers. Bor- 
rowers are being encouraged to accept extensions of loans 
up to a maximum of five years from January 31, next, when 
the corporation’s loaning authority expires under present law. 

It is anticipated that Congress in the coming session 
will extend the loaning powers of the corporation for at least 
another year. 





Housing for Recovery 


(From page 5) house is completed and 
approved by FHA inspector the long- 
term mortgage is consummated and 
the notes cancelled. 

The basic rate of 5 per cent through- 
out the country was recommended to 
Administrator Moffett by President 
Roosevelt, although the act permits a 
rate as high as 6 per cent in regions 
where the administrator finds it desir- 
able. The President stated that “one 
of the major purposes of the act was 
to encourage a greater uniformity in 
mortgage interest rates throughout 
the country and especially to eliminate 
as far as_ possible exorbitant and 
usurious rates in many places.” 

“IT am aware,” the President added, 
“that a uniform rate may in the 
beginning cause less response to your 
program on the part of lenders and 
investors in some sections of the 
country than in others. Nevertheless, 
the National Housing Act should not 
foster the continuation of high interest 
rates on insured mortgages in any part 
of the country.” 

The President here stated an appre- 
hension which is in the minds of many 
FHA officials. Out in some of the 
western states where mortgage money 
has always brought considerably more 
than 5 per cent, there may be a 
hesitancy of lenders to enter the new 
type of 5 per cent mortgage. How- 
ever, they feel that eventually investors 
will realize that the comparatively low 
interest rate is compensated for by 
the absolute safety given by govern- 
ment insurance, uniform appraisal 
standards, and monthly amortization. 
It is partly with this in mind that a 


5% per cent rate was fixed for refund- 
ing, together with the higher insurance 
charge. 

Great interest centers in the attempt 
of FHA to develop a system of 
appraisals which will be standard and 
uniform throughout the country and 
regardless of the individual appraiser. 
For this purpose a number of experts 
were gathered in Washington to write 
a curriculum for a school for appraisers. 
One of the proposals was to have a 
master appraiser select, in each com- 
munity, a house to be considered 
standard for roof, one standard for 
foundation, etc., so that all appraisals 
would be based on comparisons with 
known standards. 


N all insured mortgages, the lend- 

ing institution must pay FHA the 
insurance premium each July 1 for a 
year in advance. These premiums go 
into two funds, a general reinsurance 
fund, out of which come administrative 
expenses, and a series of group funds. 
All insured mortgages will be classified 
into groups, each with its own insur- 
ance rating as experience dictates. 
Rules for grouping are not vet definite, 
but governing considerations will be 
maturity date and similarity of risk 
characteristics. 

These insurance funds are to be 
invested in the United States Treasury 
or Government bonds, and so accumu- 
late compound interest, and near the 
maturity date of each group of mort- 
gages there should be a sum larger 
than the unpaid principal of the mort- 
gages within the group, unless losses 
and administration expenses have been 


heavy. For example, a twenty-year, 
5 per cent loan, amortized at 3 per 
cent, with the accumulated insurance, 
would pay out in about seventeen 
years if there were no _ insurance 
losses and no expenses in administer- 
ing the insurance fund. The balance 
of the group fund is to be distributed 
to the mortgagors in the form of 
credit for final payments, which may 
result in the obligations being can- 
celled a. year or two before maturity. 

In case of default, the lending 
institution may deal with the mort- 
gagor in any manner he sees fit. He 
may permit the mortgagor to continue 
to live in the house, or he may foreclose 
and not fall back on the FHA insur- 
ance. 

In order to get the insurance, the 
lender must secure clear title to the 
property and convey it free of en- 
cumbrance to the Federal Housing 
Administration. In exchange he re- 
ceives a debenture bearing interest at 
3 per cent, as compared with 5 per 
cent on the mortgage, for the remain- 
ing amount due on the principal of the 
mortgage. This debenture is an obli- 
gation of the United States Govern- 
ment, and negotiable. In addition the 
lender receives a certificate of claim, 
payable if, as and when sale of the 
property leaves a balance for this 
purpose. This certificate will be for 


an amount sufficient, when added to 
the full amount of the debenture, to 
make up to the mortgagee what he 
would have received if the mortgagor 
had redeemed the property at the time 
it was turned over to FHA and paid in 
full all obligations ‘of the mortgage 








CLEARING HOUSE 


TWENTY-THREE 












































COMMERCIAL BANKS...SAVINGS BANKS...TRUST COMPANIES 


---AND THE MORRIS PLAN 


We have previously defined The Morris 
Plan and outlined the way in which it 


supplements the services of other banks. 


We are not in the business of making 
short term loans of the usual commercial 


banking nature. 


We do not undertake the work of 
executors and trustees; we do not seek 
voluntary trusts, custodianships, or life 


insurance trusts. 


The mutual savings banks have mastered 


an investment technique which is exclu- 


sively their own. 


But we believe that in our own field of 
Industrial Banking the combined experi- 
ence of Morris Plan institutions from 
coast to coast gives us a definite advantage 


in serving the public economically and 
well. 


Commercial bankers of prominence have 
recognized that we fill a distinct need in 
the banking structure; one that stands on 
its own feet separate and apart from other 
forms of banking. To specialize in that 
particular field is our policy. 


THE 
MORRIS 
Lad TN 


MORRIS PLAN 


BANKERS ASSOCIATION 


with which is affiliated the Industrial Bankers. Association, Inc. 


15 East FaveTTre STREET 


BALTIMORE, MARYLAND 


This series of advertisements 
is sponsored by Morris Plan 


institutions 


in 89 cities. 
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and costs of foreclosure. The main 
items concerned in the certificate of 
claim will be unpaid interest on the 
mortgage from the time of default 
until the property was turned over to 
FHA, and costs of foreclosure. 

This certificate of claim is paid in 
full only if sale of the property by 
FHA nets a sufficient sum, but if there 
is a balance after this it is paid to the 
original mortgagor. . 

Under Title III of the act, FHA may 
charter National Mortgage Associ- 
ations to buy and sell first mortgages 
in general of the same high type 
eligible for insurance. Regulations for 
formation and operation of these 
associations have not yet been issued 
in detail. 

Insummarizingtheanticipatedeffects 
of Titles II and III of the National 


Housing Act, an official statement of 
FHA declares: 


‘““T“*HE conditions favorable to a 

nation-wide mortgage market may 
be expected to follow automatically 
from the fact that all insured mortgages 
will conform to standard specifications. 
An investor in New York City or 
Chicago will be able to advance money 
on a home in Texas or California, or 
in any other state, with a sense of 
security quite as great as would be the 
case if the property were in the next 
block. With the National Mortgage 
Associations in operation, prepared to 
buy insured mortgages for cash at any 
time, a nation-wide market will be 
facilitated. The debentures of these 
associations will probably be listed on 
the principal securities exchanges of 


THE BURROUGHS 


the country, and consequently the 
cheap money of our great financial 
centers should become available to 
owners or prospective owners of homes 
everywhere. 

*‘No longer should it be true that in 
some regions mortgage money is either 
unobtainable or so high priced that 
prudent people hesitate to borrow, 
while in other regions potential lenders 
are unable to find borrowers. With the 
new system in full operation, all the 
borrower need do is to go to a mortgage 
lending institution, and if he can meet 
the conditions for an insured mortgage, 
the money will be forthcoming. This 
is true because the lending institution 
will know that, if its resources are not 
sufficient to enable it to carry the loan 
to maturity, it can immediately sell 
the mortgage for cash.” 


Profit Factors in Country Banking 


(From page 15) A comparable situation 
has prevailed in the field of time deposits. 
There may have been some excuse for 
paying 4 per cent on time money back 
in the days when 80 per cent of total 
resources were in loans and discounts 
paying 7 per cent. Those days are 
gone. Many a country bank has bled 
itself white paying excessive rates to 
time depositors. Most country banks 
are doing it right now, for the current 
3 per cent is even more excessive in 
proportion to gross earnings than was 
4 per cent in the piping days. It 
would be interesting to see a statistical 
study of just how many millions of 
dollars of country bank assets are in 
1934 being frittered away in paying 
depositors more than money is worth 
to the bank, and paying this price for 
money that the bank does not need. 

Too much and too expensive time 
money is a curse of country banks. 
We do not encourage it. To be sure, 
we gladly accept time money. But not 
at any cost to ourselves. Our savings 
deposits and our C/D’s are non-interest 
bearing. Some few thrifty souls took 
their money to other banks. But 
these losses were made up by the even 
thriftier souls who decided they had 
rather trust a bank so sure of itself 
that it refused to pay interest. 

Looking over a good many situations 
of closed or involved country banks, 
one sees that a number of loan weak- 
nesses almost surely show up. Capital 
loans. Directors’ loans. Big loans. 
Loans on collateral about which the 
banker could not, in the nature of his 
location and his occupation, know 
anything. On the investment side, 
other bonds about which he could 
know even less. 

Long term capital loans have toppled 
more country banks than any other 


single banking error. Our commercial 
loans are made only to customers for 
quick-turn operations which are self- 
liquidating. 

“But,” says the objector, “how 
about farm mortgages? They are the 
backbone of country banking, they 
are the only place a country banker 
can put his money at an adequate 
return.” Admitted. The trouble with 
them is not that they are farm mort- 
gages, but that the bulk of those in 
country banks do not measure up. 
My business was farm mortgages. I 
retired in boom times, just when the 
volume of business was juiciest. Why? 
Well, no loans available then looked 
safe. Now there are safe farm mort- 
gage loans to be made, and our bank 
frequently makes them. They are 
chicken feed amounts alongside the 
imposing mortgages of yesteryear — 
but they can be collected. Many of 
them are nothing more than collateral 
on loans we should probably be safe 
in making unsecured. 


ERE are some examples of our re- 

cent farm mortgages: $600; $1,000; 
$350. None is for more than 10 per 
cent of what the farm would have 
brought eight or ten years ago. In no 
instance is it inconceivable that the 
borrower could pay off the mortgage 
out of a good year’s crop. If we should 
have to foreclose on any of these 
farms, we could sell out and get our 
cash within two days after we could 
deliver a merchantable title. But of 
course we do not have to foreclose 
such mortgages. Such small, con- 
servative loans do not get the bor- 
rower into trouble—nor the lender. 
At any time, I dare say, a day’s hunt- 
ing around and a slight discount would 
find us a purchaser for any of these 


post-depression mortgages — yes, would 
have done so even during the bank 
holiday. These are good farm mort- 
gages, not typical farm mortgages. 

Short term, adequate margins. Be- 
fore we buy a mortgage, it must 
qualify as the kind that somebody else 
will be glad to take over when it comes 
due; it must be the kind that permits 
forcing the owner to pay without fore- 
closing. 

As to directors’ loans, these have no 
excuse. If aman in a small town is a 
borrower, then he should not be a 
director of its only bank. If he is a 
bank director, he can get his loans at 
another bank if they are legitimate 
bank loans. To place a director on a 
board over an officer dependent on his 
salary for his living, and then to 
expect the officer to press the director 
as hard as anye outsider simply does 
not make good sense. Since this is 
something that has never been satis- 
factorily avoided except by a _ hard- 
and-fast rule prohibiting such loans, we 
should welcome it in the banking law. 

Big loans, too, are dangerous for a 
small bank. We simply refuse loans 
we consider too large for us. When- 
ever a loan is even a little large, we 
watch it like hawks. If the borrower 
is getting himself involved, as_bor- 
rowers have a habit of doing, we hustle 
out and get the best collateral avail- 
able at the first chance. This practice 
has saved us potentially serious losses. 
Incidentally it is excellent policy on 
loans of any size, as we have often 
rediscovered. 

Then there are collateral loans. We 
make an occasional loan on stock —of 
some outstandingly substantial, well- 
established corporation which operates 
in our region. These few stocks we can 
and do watch. But when somebody 
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comes along with ten shares of some 
unlisted stock, we respectfully decline 
the loan—unless, as occasionally 
happens, his net worth entitles him 
to the loan anyhow. 

The best collateral that a country 
bank in our part of the world can have 
is a feeder loan to a competent farmer 
who has the feed, and enough net 
worth behind it to make the loan good 
even if there were no cattle. In some 
districts, dairy cattle loans are in the 
same general class. No doubt there 
are other good types of farm loans 
peculiar to each community. A feeder 
loan has this characteristic, it can be 
turned into cash overnight whenever 
the stockyards are open—six days 
every week barring holidays, strikes, 
fire, and Acts of God. The collateral 
gets better every week as it gains 
weight. Of course some feeder loans 
in some districts have miscarried these 
past few drought months, but all 
signs fail in dry weather. 

If the country banker would con- 
sider—as is absolutely true—that an 
investment is exactly the same as a 
loan, then he would have fewer burnings 
on bonds. Closed banks all around us 
contain blocks of bonds which were 
issued by some distant authority or 
district, and about which these banks 
could not expect to keep properly 
posted. To us it seems that a 
country banker is playing with fire 
whenever he fools with bonds that do 
not either carry an AAA rating or else 
that he cannot watch, which means in 
the case of lower-rated municipals 
those bonds over whose taxing bodies 
he cannot maintain a personal scrutiny 
and perhaps some influence. 


WE have a few triple-A bonds. We 

have a few municipals, chiefly from 
districts right under our noses. We 
buy local bonds or warrants on 
occasion; we know who is on the board, 
how the board handles its funds, where 
it keeps its money. On warrants we 
customarily require endorsements of 
local people, including the members of 
the issuing board. Such names assure 
collection when due, else we can get 
the money from the signers. The 
signing officials watch the board’s 
funds. If there comes a major change 
in personnel, we have so many heads 


of families working to elect a ticket. 


which will meet the notes and permit 
the signers to go scatheless. Such 
municipals may lack the resounding 
titles and lovely engraving character- 
istic of many municipals from outside 
our neighborhood. But I had rather 
have the local paper under such pre- 
cautions as these, even though it be a 
bit grimy by the time all the necessary 
endorsers have signed! 

Yes, there are plenty of lessons to 
be learned about country banking in 
times like these. All of them seem to 
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ellers May Forget 


But These DIEBOLD 
Locks Never Do 


@ Here is news for the entire banking frater- 
nity—news that means outstanding progress in 
the improvement of cash handling methods. 
The principle of delayed control over cash re- 
serves is well known. Now Diebold goes a 
step farther and adds Automatic Re-locking. 
Reason: Tellers are frequently detained, after 
they have set up the delay period, by duties at 
the window or errands to other parts of the 
bank. Result: Huge sums are left exposed in 
reserve chests or lockers to holdup risks. Solu- 
tion: A double check on the human factor in 
the safe handling of cash reserves—AUTO- 
MATIC RE-LOCKING IN THREE MINUTES! 


@ The importance of this development can 
only be realized by those who have made a 
careful analysis of holdup histories. The appli- 
cations are many. The improvement important 
to the point of being a milestone in cash reserve 
protection. 







@ Let us demonstrate just how this automatic 
re-winding and relocking Delayed Control 
Combination Lock functions. It bears the Un- 
_derwriters’ Label of approval. It exemplifies 
slogic of going to Protection Headquarters 
want the latest, most effective equipment 
sh, Handling Methods. Write us. 

3 f Diebold Cash Handling Methods. 
within and a label on each unit. 
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TYPEWRITER 






Touch the “Carriage Return Key” 
on a Burroughs Electric Carriage 
Typewriter—the carriage instantly 
returns to starting point, or to any 


predetermined intermediate point , 


—and the paper spaces up auto- 
matically. The operator’s hand 
does not leave the touch position 
to return the carriage—there is no 
interruption in rhythm, speed or 
ease of typing. Shifting for capitals 
is also electric. The size, shape 
and keytouch of this new machine 
are like other Burroughs Standard 
Typewriters. For a demonstration, 
phone the local Burroughs office. 
Write for free, descriptive booklet. 


* 


ELECTRIC CARRIAGE 


Typewriter Division 


DETROIT, MICHIGAN 


RETURN 


D Makes 
‘touch typing”. 


complete 
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go back to good business sense, the 
kind you and I expect of the man we 
loan money to for business purposes. 
When we fail to use comparable sense, 
and get into trouble, most often it is 
strictly our own fault. 

Most of the lessons etched clearly 
by the depression conform closely to 
the theories we have read in the text- 
books and heard at banking conven- 
tions. Others vary materially. But 
they all have this substantial virtue, 
that they have been tried in the furnace. 

And this, after all, is the ultimate 
test either of a banking policy or of a 
gold coin. 


HowGood Are Your 
Public Relations? 


(From page 13) that, but jurisprudence 
allows a reopening of the case when 
new evidence is available. Your pub- 
lic has been taught to expect this, 
your own directors have taught you 
to expect it. 

An impecunious young druggist had 
to have an amount obviously out of 
the question, but a long conversation 
elicited the information that he had a 
silent partner, a substantial doctor, 
who it turned out was willing to deposit 
securities. The bank got credit for 
saving the business. 

We are told that the ideal manager 
or cashier is one who is ““The Bank,” 
no more and no less, the head office 
or the directors never being mentioned. 
But as practically every community 
knows about loaning limits and au- 
thorizations the officer might perhaps 
just as well gain the reputation for 
fighting for his customers. At the 
same time, just as the banker expects 
the disappointed customer, at the end 
of their altercation, to go away with a 
feeling of justice, the loaning officer 
himself, in his stiff argument with his 
superior, should allow the latter to 
gain the impression that the final 
decision will loyally be handed on as 
the correct one. 

My teller reported that the pro- 
prietor of a new-process biscuit factory 
had dropped in to inquire about a 
draft. I stepped out and talked to 
him about the process and the source 
of his orders. He was plainly pleased 
and finally remarked, “I’ve been going 
now for over a year and nobody in 
my own bank has asked me so much 
as ‘How’s business??’”’ On another 
occasion I called at a wood-working 
plant, merely in connection with some 
local employment statistics. In fact 
I volunteered at the outset, ‘I’ve not 
come for your bank account.” How- 
ever at the conclusion of a most 
friendly interview, one partner said, 
“....and I’m not sure that you aren’t 
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100% above normal. 


Stormy weather outdoors. But the watchword 
for your telephone is All Clear. The lines must be 
kept open so your voice can get through. Moreover, 
the quality of voice transmission must be All Clear. 
That these “musts” become realities is shown by in- 
creased use of the telephone on bad days—at times 
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Bell Telephone System 














going to take away our business. Our 
own banker has never bothered to 
come and find out what we look 
like.” 

In one of these cases our bank gained 
a valuable connection, although that 
is only incidental to the principle. We 
are not discussing how one bank takes 
advantage of another. Competition 
may be the life of trade, but bidding 
for the other bank’s business is a 
doubtful factor in public relations. 
Many a manager would be more 
profitably employed just outside the 
counters of his own office. 


T is assumed that a “Good Morn- 
ing,” basis has been established with 
known and many unknown callers. 
The average man or woman is afraid 
of a bank official, but they believe him 
to be the very safest person with 
whom to talk confidentially. Why 
not give him the chance to do it? 
The depositor is flattered to find that 
you take any interest (other than 214 
per cent) in his account. He has, 
perhaps for long, thought about in- 
vestments. As, obviously, you will 
not urge him to part with his balance, 
he safely tells you all. If you save 
him from ‘‘a man that called at the 
door” surely you have performed a 
public service. 

Twenty years ago so much bank 


work was done for nothing that the 
puzzled customer asked, “How can 
the bank possibly make a profit from 
my account?” Nowadays we want 
to charge for every operation. Well 
and good, but there was never a time 
when extra service of the courtesy 
type paid better. 

Today, when we need him so badly, 
many a potential borrower is afraid 
formally to ask for a needed advance, 
but he would rather like to “feel out’ 
his chances. In my experience these 
informal conversations have frequently 
disclosed both the need and the merit. 

Personally I have never risked an 
inferiority complex in my staff by 
adopting the-customer-is-always-right 
maxim. At the slightest sign of 
argument I get into it, but always 
from outside the counter. Nobody 
likes to be sold an article by two 
salesmen talking together. Also, the 
fact that I am there listening obviates 
any threat to take the matter out of 
the teller’s hands. If I, as manager, 
do not decide to suggest a special con- 
cession (to so valuable a client!) the 
outcome is that the teller convinces 
both of us. The teller is happy, the 
correct course is upheld and I sympa- 
thize with the customer in the convinc- 
ing manner of one having. a clear 
conscience. 

So long as bookkeepers and discount 
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amessage of importance 


THE YORK SAFE € LOCK CO. 


? HROUGH the past few years the number of bank robberies 


has grown at an alarming rate. 


No bank, whatever its geographical location, is immune from 
attack. Daylight hold-ups have occurred as easily in the metro- 
politan areas as well as in smaller banks in the middle west. 
Most banks have protective equipment of one sort or another. 
All banks should now give even more serious consideration to 
the matter of adequate protection. We believe the York Safe & 
Lock Company can be helpful to you. 


For over fifty years we have been specialists in the building 
of bank vaults and protective equip- 
ment. Our long experience can be of 
assistance in ‘‘taking the profit out of 
banditry”’ and in reducing the losses 


of both money and human life. 


Write us today and let us have a 


York engineer or representative ana- 


—_ 


President 


YORK SAFE AND LOCK CO. 


* YORK, PENNSYLVANIA 





lyze your situation. 


Mo Gry 


York Day Raid Locker 


Built in twosizes. Both sizes 
have two compartments, the 
top one to receive deposits 
through the slot and the 
lower one for reserve cash. 








MANUFACTURERS AND BUILDERS OF THE WORLD’S GREATEST VAULTS 
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Catches 3rd Bad-Check Artist 


3 TIMES a teller in an Eastern bank 


slid his foot under his Padua Foot- 
Each 


man was caught. You 





100 44x64 
on short cuts 


J. Becher. rtified Public Accountant. 


Sart or money ordertoday. One shorteutwillpas 
many times over. 


Unit and quietly called the police. 


“wanted” 


time a 









Sw of meaty text and examples 
at save time and money for 
qnyone working with Sousee. Written by Carl 
$ 00 able sewed Cater flexible | leatheret. Send check, 

Money back if not satis fied. 


POSTPAID Carl J. 1 J. Becher, C.P.A., Appleton, Wis. 





should have 


Foot-Units. 


Padua — 











Lift of foot sets off thé aiarm 


PADUA Hold Up Alarm Corporation 
134 Seneca Street Cohoes, N. Y. 


IF YOUR CUSTOMERS OWN 
FIRST NATIONAL OKLAHOMA FARMS 
BuILOING 
e 


OKLAHOMA CITY 
OKLAHOMA 


| 
Let us quote you. | | 
| 
| 


oR 
OKLAHOMA FARM MORTGAGES 
THEY WILL PROFIT 
BY USING OUR SERVICE FOR 
NON-RESIDENT OWNERS 
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THE BURROUGHS 


clerks discuss personalities freely 
’round town with their acquaintances, 
and I see no abatement in this, favor- 
able public taste will bear a relation- 
ship to the love or hatred the chief 
inspires in his staff. A confrere relates 
how, some thirty-five years ago, he 
ventured to remind his manager, play- 
ing tennis on the adjoining lawn, that 
the letters were ready to be signed. 
That the manager insultingly repelled 
the suggestion and kept the hapless 
junior another two hours from his 
fishing expedition could scarcely have 
been very beneficial to his bank. 

One of the most statesmanlike of 
Canada’s general managers of forty 
years ago, was known for his terse 
and philosophical advice to the staff. 
He appointed, as manager of a country 
branch, an assistant accountant who 
had nothing in his life but big-city 
experience. The panic-striken ap- 
pointee made anxious inquiries as 
to what a country manager did. 
Apparently none of his fellows could 
tell him. Exclaimed his chief, “What 
stuff and nonsense! Just mind your 
own business, tell your wife to mind 
her own business, and go to all the 
funerals.” 

In those days managers were ex- 
pected to be citizens dignified and 
apart; traditionally, naturally, doubt- 
less unconsciously, but still, perhaps, 
snobs. For a snobbish manager of 
the present, if we still have any, the 
old advice may be good. But, with 
so many revolutionary teachings to be 
counteracted, the situation is really 
quite different. Today the repre- 
sentative of an impersonal and power- 
ful institution, having to reach the 
heart of a harassed people, may well 
ask himself meaningfully, how good 
are my public relations? 


Legal Digest 


(From page 20) state and not the de- 
cisions of other Federal courts. 

This bond, the court ruled, was a 
state contract made in the state and 
intended to be performed there. If a 
contract is made in a state to be 
executed therein and containing terms 
which have been defined by the highest 
court of the state, such definitions are 
to be considered as if written into the 
contract itself. Consequently, if a 
Federal Court should apply a different 
rule to the terms of such contract, the 
effect would be to give the contract a 
meaning wholly different from that 
which the parties themselves intended 
and agreed on. The bank was there- 
fore permitted to recover on the bond. 
(American National Bank and Trust 
Company vs. United States Fidelity 
and Guaranty Company, 7 Federal 
Supplement, 578.) 
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i TWENTY-NINE 
Business Card and 
Bank Statement The 
(From page 17) These disadvantages NATIONAL BANK 
had long been in the minds of the 
Union Planters officers. So when one 
of them encountered the solution, al- 
ready worked out, his only wonder was OF DETROIT 
why he had not thought of it before. 
The answer was, of course, to have Statement of Condition, October 17, 1934 
card and statement combined in com- 
pact, convenient form. This would 
also have the advantage of novelty, RESOURCES 
for the idea has not been widely used. 
The consequence is that the business be Bes Banks rig wae _ $ 63,837,429.84 
cards handed out by this institution’s Unsiilt Siete Bennie 
representatives are now engraved in Securities . . . . . . . 143,634,916.71 $207,472,346.55 
: the southeastern corner of a sheet of Securities other than U.S.Government. .... 10,890,940.47 
heavy, high-grade paper six and one- Stock in Federal Reserve Bank. . . .... 675,000.00 
half by four inches. After each comp- Loans and Discounts . . . . .. . . ~~  37,197,995.01 
i troller’s call, the bank has imprinted Real Estate Mortgages . . . . ..... 9,601,157.61 
on the reverse side of this sheet a con- Gane ke ke Ke we ec alee 10,872.15 
| densed statement showing sixteen items Accrued Interest Receivable—Net . . . . . 755,565.98 
| on the resources side, in type amply Customers’ Liability Account of Acceptances and 
4 large for easy reading. Only enough of Letters of Credit . 437,857.07 
the engraved cards are imprinted to Oe ee os Ke ee 97,153.29 
: last until the next comptroller’s call is TOTAL RESOURCES ..... . . . . $267,138,888.13 
; due. When the statement has been 
imprinted, the sheet is folded once in iis LIABILITIES 
each direction, slightly off-center, leav- Commercial, Bank and Savings $214,924,766.19 
ing the engraved section outside. ; 
A great many country bankers have TS ate 
i complimented the idea. They get their Tete teeeees,. 
: caller’s name impressed at each call. ee See ee 7,836,967.02 
‘ When they put away the statement U.S. Government . . . _ 8,025,799.61 
: they can not mislay the card. Union Comptroller of the 
F Planters officers who visit country Currency—Trust Funds 2,010,083.71 
banks have noticed an increase in out- Miscellaneous ... . 467,567.37 
q of-town callers who ask for them by Other Public Deposits . . . 6,813,059.30 $240,078,243.20 
: name and who write for their atten- Capital Account: 
rl tion. Finally, they declare their coat Preferred Stock . . . . . 12,125,000.00 
4 pockets no longer bulge like bags. Common Stock . ... . 5,000,000.00 
Surplus ao oe ee 5,375,000.00 
‘ y Undivided Profits (Paidin) . 2,500,000.00 
1 Undivided Profits (Earned) . —_ 1,004,495.42 —-26,004,495.42 
Speeding Up Transit Reserve for Contingencies . ....... 300,000.00 
Items Reserve for Expenses and Dividends. . .. . 313,287.75 
Our Liability Account of Acceptances and Letters 
MERWE Gags & oh 6 ee ee Ok 442,861.76 
, (From page 8) possible item service, par- TOTALLIABILITIES . . . .. . . . . $267,138,888.13 
ticularly now that the payment of 
; interest on demand deposits is pro- 
4 hibited. Further, we believe that 
| operating economies, as provided by 
. our system of direct sorts, far more 
on than offsets whatever additional ex- 
> pense might be incurred through 
" ee CRAY, McFAWN & COMPANY 
e entire operation for handling 
e transit items in each department of Dealers in 
our bank is devised for the express _ G R 7 
at purpose of producing a steady as of Municipal and Coxporalion Bonds 
Ac items and of reducing to a minimum 
a the work in connection with the checks. Cux statistical department &s prepared lo furnish 
c This factor together with the consistent information on Michigan issues 
use of rapid transportation, principally ‘ 
4. air mail and air express, enables us to 
. convert transit checks into available FIDELITY BUILDING TELEPHONE CHERRY 6828 
st funds and determine collectibility of DETROIT 
~d items most expeditiously —resulting in 
. a very definite speeding up of transit 
items. 
In writing to advertisers please mention The Burroughs Clearing House 











THIRTY THE BURROUGHS 


Talk 


to the 
Burroughs 


Man 


about 


ervice 
Charges 





Burroughs Adding Machine Co., Detroit, Mich. 
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CLEARING HOUSE 


Ask him about 


POSTING 


AN ANALYSIS RECORD 





He will explain how the latest Burroughs Bookkeeping Machine 
provides a neat, complete analysis record as a by-product of the 
statement posting. This record furnishes all information neces- 
sary to compute any type of service charge. 


Ask him about 


FIGURING SERVICE CHARGES 





See how Burroughs Electric Calculator quickly and accurately 
figures service charges from either a pen-and-ink or a machine- 
posted analysis record, under any plan of computing the charge. 


Ask him about 


FIGURING FLOAT ON DEPOSITS 





For combining figuring float, counting items deposited and 
proving deposits, investigate Burroughs Desk Duplex Adding 


Machine. For figuring float as a separate operation see Burroughs 
Electric Calculator. 


Ask him about 


RECORDIN 


G UNCOLLECTED FUNDS 





For detailed information on 
any or all of the above sub- 
jects call the local Burroughs 
office or mail the coupon. 


Learn how the latest Burroughs Bookkeeping Machine prints a 
record of uncollected funds directly on the customer’s ledger dur- 
ing the posting operation. This record is neat and legible and 
shows both due date and amount of uncollected funds credited. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Please furnish detailed information about economical ways of handling the 
kind of work checked: 
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CANADIAN NOTES ann COMMENT 





THE IMPERIAL BANK 


The Imperial Bank of Canada is 
directing attention to the 60th anni- 
versary of its establishment by an 
interesting series of advertisements 
which associate the development of 
Canada with progress of the bank. 

Decades of prosperity and of de- 
pression are dealt with in the historical 
outline which takes the reader, step by 
step, through the many important 
events of Canadian financial history. 
No. 1 of the series refers to the founda- 
tion of the bank in 1874 and the ten- 
year period following. Early branch 
extension is cited including the open- 
ing of the first Winnipeg office in 1881 
somewhat before the C. P. R. had 
reached the western metropolis. An 
interesting reference is made to the 
severe depression of 1883, and it is 
pointed out that all branches of the 
Imperial Bank were maintained dur- 
ing this period. The bank’s statement 
for 1884 showed dividends of 8 per 
cent paid on capital of $1,500,000. 
The western expansion of the bank is 
also covered including the opening of 
the Calgary office in the late eighties 
in a shed, and the establishment of 
the branch at Edmonton, then a 
remote village and for many years the 
most northerly banking office in Canada. 


FOLLOWING THE MINER 


The old prospector’s soliloquy, 
“Thar’s gold in them thar hills,” 
would apply to many of the newly 
opened mining districts of northern 
Canada, in the matter of branches. 
The chartered banks continue to be 
in the van of gold rushes and provide 
banking facilities in the most isolated 
of mining camps. 

“Gold” branches recently estab- 
lished include the Hardrock branch 
of the Royal Bank in the Little Long 
Lac area, first opened in a tent. The 
Sturgeon River rush was hardly under 
way before the Royal had opened an 
office at Jellicoe, Ontario. Out in 
Manitoba, Manager T. W. Todd, the 
Bank of Montreal’s flying banker, who 
has made trips to the rim of the 
arctic circle, climbed into a plane and 
took off for Bisset, fast growing mining 
camp in the Rice Lake area of Mani- 
toba, seventy-five miles from the 
nearest railhead. Upon arrival, he 
found that his premises consisted of a 
roofless and half-finished shack in the 
course of construction with a pictur- 
esque setting of forest and rock. Out 
in British Columbia many of the new 
gold mining areas now boast of branch 


by G. A. G. 





banks. The Canadian Bank of Com- 
merce is at .Goldbridge, the Bank of 
Montreal at Bralorne and the Bank of 
Toronto at Pioneer. Coming back to 
Ontario, the Imperial Bank is well 
established at Red Lake nearly two 
hundred miles from the nearest railway. 


LOWER INTEREST RATES 


Interest rates paid on savings de- 
posits are now at the lowest level in 
Canada’s history. The chartered banks 
recently reduced rates from 2% per 
cent to 2 per cent, and Trust and Loan 
Companies will slash their rates paid 
on deposits from 3 to 2% per cent. 
The Dominion Government Postoffice 
Savings Bank, the Ontario Govern- 
ment savings offices, and the large 
Quebec savings institutions have also 
announced reductions of % per cent. 
This is the second cut in interest rates 
on deposits since May, 1933, when the 
chartered banks changed the long- 
standing 3 per cent rate to 24. 


OFF THE BEATEN TRACK 


This is the season when officers of 
branches at mining camps or other 
isolated points dig in for winter. 
Many mining settlements are miles 
away from railroads and their connec- 
tion with the outside world lies over 
routes of lake and wilderness traversed 
by airplane, boat or canoe in summer 
and dog-team or ski-equipped planes 
in winter. 

There are however, two periods of 
the year when no transportation is 
available, this is in the spring when 
the lakes and rivers are breaking up 
and in the fall during the freeze-up. 
For several weeks branches are com- 
pletely cut off from civilization. Officers 
are left entirely to their own resources 
with no way of replenishing supplies 
until old man weather does his stuff. 
Back in head office, weekly reports 
from these branches will be missing 
and their arrival dependent only on 
the vagaries of the weather. 


COMBATING THE CRITICS 

Canadian bankers are displaying 
more interest in the matter of public 
relations. While much can be said for 
the policy of ignoring petty criticism 
from obviously prejuciced sources, it 
is possible that banks may have leaned 
too much in this direction. 

During the depression a number of 
noisy monetary cranks and theorists 





have come forward with panaceas to 
take some lusty wallops at financial 
institutions, feeling secure in their 
supposition that attacks would be 
ignored and unanswered. Nearly every 
small town has its self-appointed expert 
who, with a smattering of economics 
and a complete ignorance of banking 
practice, holds forth impressively on 
what he terms are defects of the 
present banking system. 

Judging from recent comment in 
the Journal of the Canadian Bankers’ 
Association, banks are going to grapple 
with the problem of unjustified and 
misinformed attacks. The official 
organ in commenting on material sub- 
mitted in the senior essay competition 
on the topic “Banks, Bankers and 
Public Opinion,” invites a thorough 
and open discussion with a view of 
uncovering all the various criticisms 
and equipping staffs of the banks for 
replying effectively. 


THE ESSAY COMPETITIONS 


The essay competitions sponsored 
by the Canadian Bankers’ Association 
are becoming more popular each year. 
The success of this educational activity 
is attested by an increase in the number 
of contestants this year to 175. 

The senior competition (The D. R. 
Wilkie Scholarship, presented by the 
Imperial Bank) is open to all persons 
employed by a Canadian bank and 
the junior competition is confined to 
persons employed by a Canadian bank 
and enrolled in’ banking courses 
approved by the association. Two 
topics were selected this year, the 
subject in the senior contest was: 
‘“‘Banks, Bankers and Public Opinion; 
a discussion of what the banker in 
your opinion can, should and should 
not do to mould opinion in his favor.” 
In the junior competition the topic 
selected was: ‘Reading in relation to 
a banking career.” 


TRADING IN SILVER FUTURES 


Canadian trust companies still be- 
lieve the old proverb “It is an ill wind 
that blows nobody good.” With 
passage of the silver purchase act and 
nationalization of silver for monetary 
purposes in the United States, trading 
in silver futures was discontinued at 
New York and a market for this pur- 
pose was opened at Montreal. Several 
of the trust companies at Montreal 
were designated as official depositories 
for silver and new avenues for profit 
were opened up with the services to 
refiners, dealers and brokers of vault 
accommodation for storage. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-12-34 














